Tourism Destination Competitiveness at a Local Level: Can We Measure It? by Mottironi, Cristina.
University of Surrey 
School of Hospitality and Tourism Management
Tourism  destination  co m p etitiv en ess  at a local level: Can w e  m ea su re  it?
by
Cristina Mottironi
Subm itted in part fulfilment o f the requirem ents for the d e g r e e  o f D octor o f P h ilosop hy  
N ovem ber 2 0 1 2
©  Cristina Mottironi 2012
ProQuest Number:  27696193
All rights reserved
INFORMATION TO ALL USERS 
The quality of this reproduction  is d e p e n d e n t  u p on  the quality of the co p y  subm itted .
In the unlikely e v e n t  that the author did not send a c o m p le te  m anuscript 
and there are missing p a g e s ,  th ese  will be n o te d . Also, if m aterial had to be rem o v ed ,
a n o te  will in d ica te  the d e le tio n .
uest
ProQ uest 27696193
Published by ProQuest LLO (2019). C opyright of the Dissertation is held by the Author.
All rights reserved.
This work is protected  a g a in st unauthorized  copying  under Title 17, United States C o d e
Microform Edition © ProQuest LLC.
ProQuest LLC.
789 East Eisenhower Parkway 
P.Q. Box 1346 
Ann Arbor, Ml 4 8 1 0 6 -  1346
Abstract
This study builds on previous knowledge of tourism destination competitiveness in order to propose 
a measurement framework that operationalizes the dimensions of the concept and empirically tests 
the relationship between determinants of territorial competitiveness and the performance of 
destinations. The focus is on local destinations as their role in global competition is increasingly 
recognized and as they represent the space where tourism phenomena manifest themselves. This 
implies the need to partially reconsider models and indicators of competitiveness that in tourism 
studies have been applied to countries in order to concentrate on the conditions that are proper for 
local destinations. Partial Least Squares (PLS) path modelling has been employed to assess the 
measurement model and to evaluate the structural relationships between the competitiveness 
construct and its dimensions. The method enables the explanatory power of the concept - that is the 
impact of competitiveness on the performance of destinations - to be empirically tested. In addition 
the results are useful to contextualize competitiveness through ranking and cluster analysis. The 
framework is applied to a cross-sectional dataset comprising about a hundred territories (using the 
Italian provinces as the case area). The results show the usability of the measurement framework 
and the relationship with performance is assessed. In addition the results provide indications for 
prospective improvements.
Keywords: Competitiveness, local destinations, structural equation modelling, PLS analysis, 
formative and reflective indicators, Italian provinces.
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1 Introduction
1.1 The domain of the study
The broad content domain of this thesis is territorial competitiveness, treated at local level 
and with regard to a specific economic activity: tourism. More in detail, this thesis sets up 
a framework to measure and analyse tourist destination competitiveness at local level, 
making an effort to identify appropriate indicators and advanced methods of analysis that 
allow the theoretical assumptions at the basis of the concept of competitiveness to be tested 
empirically.
Territorial competitiveness is of topical interest in the agenda of policy makers and 
institutions while it is a controversial and widely discussed issue in academia. Economists 
consider it an ill-defined and elusive concept, especially if applied to international trade 
and country prosperity, based on a misunderstanding of comparative advantage. On the 
other hand there is more agreement on the fact that sub-national territories have to develop 
competitive advantage in the economic sectors they are specialized in to guarantee long 
term prosperity to their communities.
The concept of competitiveness originated in the business literature and it is widely used to 
express the ability of a firm to perform better than its competitors, meaning a qualitative or 
quantitative superiority of a firm over its rivals. Over the last two decades, the concept has 
been adapted and extended also to territories. This is connected mostly with globalisation 
and its effects: the growing and easier labour, capital, and demand mobility has led to the 
idea that territories are in direct competition to attract and retain work force, capital 
resources, and investments. However, even though there is a quite diffused agreement that 
territories compete to increase their economic performance and overall standards of living, 
this concept is not well defined in economic terms. The complexity derives basically from 
two related factors: first, competitiveness itself is a multi-dimensional concept (Dwyer, 
Mellor, Livaic, Edwards, & Kim, 2004; Spence & Hazard, 1988); second, different 
disciplines deal with it, leading to diverse ways to define, explain, and consequently 
measure it (Porter, 1990a). Moreover, the soundness of the concept is questioned. The 
debate is well known and refers to Krugman’s and Porter’s opposite theoretical positions. 
With his ‘The Competitive Advantage of Nations’, Porter (1990b) opened the idea that
- 1 -
nations compete as firms do, and this statement is also the core of the debate because it 
implies that “national prosperity is created, not inherited [...] as classical economics 
insists” (Porter, 1990a, p. 73). Krugman refîtes this approach as ‘meaningless’: the 
competitive advantage of nations does not have a valid economic definition, because 
“countries do not go out of business” (Krugman, 1996, p. 20), and the idea that 
governments should intervene adopting strategies as firms do to keep the national economy 
competitive is misleading. If the theoretical debate on national competitiveness is rooted in 
the concept of comparative advantage and its implications in terms of fi*ee trade and 
countries’ performance (productivity and growth), Camagni (2002) effectively argues that 
local areas compete on a basis of an absolute advantage principle and not a comparative 
advantage one. Territories at a sub national level can ‘go out of business’, meaning that 
they can suffer economic decline and depopulation because their role in the international 
division of labour is not guaranteed. Thus, it is also acceptable to state that local areas 
compete in order to be more attractive, to provide a better context for their economic 
activities, and to improve their overall performance. As such, the policies undertaken at a 
sub-national level can be effective in enhancing the competitive advantage of territories.
It is clear that this applies also to tourism destinations for which success is not guaranteed, 
especially in the long term (Butler, 1980; 2006). Tourism studies have dedicated efforts to 
understand how competitiveness applies to tourism and in particular to the factors that lead 
to the performance of tourism destinations. The concept domain is again broad and may 
generate some confusion: the theoretical basis and empirical research on tourism 
competitiveness are derived from multiple bodies of knowledge so that the tourism 
literature offers a variety of approaches that have dealt with competitiveness, often just 
discussing specific aspects of it instead of developing a comprehensive conceptual 
framework. For example, some scholars have studied the competitiveness of geographic 
areas using strategic planning and management concepts (Go & Govers, 2000), also 
applying Porter’s studies with limited attention to more tourism specific elements (Go, 
Pine, & Yu, 1994). Various works, more concerned with the demand or market outcomes 
of competitiveness, have built knowledge in the field by adopting marketing concepts 
(Buhalis, 2000; Uysal, Chen, & Williams, 2000). Within this perspective many studies 
concentrate on two specific aspects: image (see Pike, 2002 for an extensive review) and 
price competitiveness (Dwyer, Forsyth, & Rao, 2000; Keane, 1997). An increasing interest
- 2 -
has also been given to ethical and ecological issues and their relationships with 
competitiveness (Hassan, 2000; Mihalic, 2000). However very little literature has produced 
comprehensive conceptual models (Crouch & Ritchie, 1999; Dwyer & Kim, 2003). Both 
models are broad in scope and provide a comprehensive framework that includes several 
issues and perspectives on competitiveness (i.e. physical infrastructure and planning 
process; perceptions of demand and financial assets). However, in order to be measured 
and tested empirically they need to be simplified, even though attempts to provide possible 
subjective and objective indicators have been done by the authors (Dwyer et al., 2004; 
Ritchie & Crouch, 2003), opening the debate on their empirical application. In addition, as 
highlighted by Dwyer and his co-authors there is the need to understand how their model 
applies to different territorial levels, from national to local destinations.
1.2 Background of the study
Various reasons motivated the idea to dedicate research efforts to a concept that seems 
already largely discussed. They are of three orders: first, the concept is of topical interest 
for the current dynamics of the tourism market. Second, there is not a complete agreement 
and understanding of the conditions that sustain territorial competitiveness and in 
particular tourism destination competitiveness for what specifically concerns this study! 
Third, the measurement of tourism competitiveness and empirical evidence of theoretical 
reasoning are still lacking in the tourism literature, in particular if we look at the objective 
side of the concept.
Tourism is nowadays acknowledged as a key driver of economic growth by academia, 
governments, and international organizations. For some territories tourism represents an 
opportunity to diversify their economies, while for others it is the main economic activity. 
In the global tourism market, however, the level of competition between destinations is 
growing due to constant pressure in the tourism marketplace. This is characterized by an 
increasing number of destinations struggling to attract visitors and by a challenging 
environment that presents threats and opportunities for destinations and industries 
(Bremner, 2005; Gibson, Pennington-Gray, & Thapa, 2003). As a result, some destinations 
are suffering in terms of their capability to be competitive, despite the growth of the global
-3
tourism market and despite the fact that they may have a high potential from their 
resources (UNWTO, 2005, 2011; WEF, 2011; WTTC, 2005).
Global changes are thus shaping the current tourism environment and increasing 
competition is calling for a central role for destinations. This role of course goes further 
than destinations simply being the place where most tourism impacts are felt. Destinations 
are more and more the active agents of tourism, contributing in a significant way also to 
firms’ survival and success. These aspects are effectively seized by the succession of 
conceptualizations of tourism destinations. Even though some competitive factors of local 
areas are intrinsically dependent on national and supra-national variables that can limit the 
local intervention (i.e. taxation and exchange rates), the role of local conditions is crucial 
to promote competitiveness. On the other hand, if there is the perception that some 
territories are performing better than others, often there is not the ability to empirically 
demonstrate and explain it (Begg, 1999).
The efforts to translate concepts into empirical evidence are then relevant to improve 
knowledge in this field. In this perspective, the measurement of the various factors that 
determine competitiveness is critical both conceptually and practically, since on the one 
hand it may provide great help to understand better the nature of local competitiveness, and 
on the other hand it may provide support to identify priorities for local policies.
The studies that try to measure competitiveness may differ in terms of conceptualization, 
methodologies and indicators used. The difficulties in defining competitiveness and its 
determinants have obvious consequences for the attempts to identify which variables 
should be used. Moreover, empirical evidence is often threatened by the lack of data, in 
particular at a local level. However, what is relevant for the purpose of this thesis is that all 
the most recent and advanced studies which attempt to measure territorial competitiveness 
insist on the importance of distinguishing between indicators of sources, or determinants, 
of competitiveness and indicators of the revealed competitiveness, or outcomes (Aiginger, 
2006; Deas & Giordano, 2001; Gardiner, 2003). This enables the measurement of either 
the process of creating competitive advantage, or the success of this process, or both 
aspects.
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The measurement of the determinants and outcomes of local competitiveness -  that would 
provide empirical evidence for conceptual assumptions -  is still lacking in the tourism 
literature (Dwyer et ak, 2004) with the exception of a few studies that have analysed the 
issue at country level (Mazanec & Ring, 2011; Mazanec, Wober, & Zins, 2007) and these 
strongly claim the need to prosecute efforts in this direction.
1.3 Research objectives, questions, and boundaries
This study does not intend to explore new conceptualizations or introduce innovative 
theories, rather it believes in the cumulative nature of science and on the relevance to 
empirically test existing knowledge with the aim to produce some advancement in the 
understanding of real phenomena.
Accordingly, this research aims at an improvement of the understanding of 
competitiveness of tourism destinations at a local level. In particular it concentrates on the 
search for an explanation based on empirical evidence of its main conceptual assumption - 
that is the relation “determinants-outcomes” - through its measurement and the 
interpretation of possible local patterns of competitiveness. Therefore, the guiding 
principle of this research is that particular attention must be given to the explanatory power 
of competitiveness as a theoretical construct, thus a confirmatory approach is needed in 
order to strengthen the theory on local tourism competitiveness rather than an exploratory 
one.
In order to achieve this purpose, the broad objective related to a better comprehension of 
‘local tourism competitiveness’ has to be detailed into more specific research questions. 
First of all, since competitiveness is recognized as a complex and multidimensional 
concept, the first question that needs to be answered concerns the dimensions that make up 
the theoretical construct. In other words, this refers to the ‘defined concepts’ of 
competitiveness. The defined concepts represent ‘the construct defined operationally’ 
(Bagozzi, 1980, p. 64) or, in other words, the competitive determinants and outcomes of 
local destinations.
Question 1 (Ql): What are the defined concepts (dimensions) o f local tourism 
competitiveness ?
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The dimensions, unobservable in themselves, are then manifested through “empirical 
concepts” or operational definitions, which are commonly called either variables, or items, 
or indicators (Bagozzi, 1980) and allow -  at least to a certain extent -  the measurement of 
the theoretical construct.
Question 2 (Q2): How can the defined concepts (dimensions) o f local tourism 
competitiveness he operationalized and thus measured?
A further step of analysis refers to the ‘explanatory power of competitiveness’ (Mazanec et 
al, 2007) or if competitiveness in effect explains and is related to the performance of a 
tourism destination. The literature suggests the importance to distinguish between 
‘determinants of competitiveness’ and the ‘outcomes’ of these determinants, but this 
requires to empirically test the relationship between the two. In addition this also implies to 
evaluate if the dimensions of competitiveness may have different effects on destination 
performance. Both aspects are underdeveloped in the literature and mainly in tourism 
studies. Therefore, this thesis will finally try to answer to the following two connected 
questions:
Question 3 (Q3): Is there empirical evidence o f the conceptual assumptions on local 
tourism competitiveness?
Question 4 (Q4): I f  y  es, are some dimensions o f competitiveness more relevant in 
explaining the performance o f a tourism destination?
Mazanec et al. (2007) call for a cause-effect relationship. However it is questionable 
whether the complexity of the construct makes it possible to establish a strong relationship 
such as cause-effect one, or just a weaker correlation which however maintains some 
significant explanatory power.
Finally, since the subject of this study is potentially broad, a number of boundaries are 
needed to make it focussed and controllable. The concept of competitiveness has been 
treated from various perspectives in terms of disciplines and of approaches. In particular, 
the measurement of competitiveness proposed here moves from the observation that the 
concept can be understood from either an objective or a subjective perspective (Dwyer & 
Kim, 2003; Ritchie & Crouch, 2003). The former is the one adopted here and can be
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referred as ‘revealed competitiveness’ (Gardiner, Martin, & Tyler, 2004), that is the 
examination of local factors determining and enhancing competitiveness (dimensions) and 
the resulting economic performance (outcomes) through the use of objective data. The 
dimensions are the factors that a destination possesses (comparative advantage) as well as 
the results of specific actions to improve its potential (competitive advantage). The factor 
endowment and especially the built factors (the result of the local actions) are the 
phenomena observed.
In addition, the aim of this thesis is to adopt a quantitative approach based on a large 
number of observations. This suggests the use of secondary data from official sources as 
consolidated praxis in economics studies.
1.4 Outline of the study
This thesis consists of eight chapters, including this introduction that offers the reader an 
overview of the domain of this thesis, the reasons that have motivated it, the objectives and 
research questions, and the boundaries of the study.
Chapters 2, 3 and 4 present the literature review and the background for this study. The 
literature review provides the conceptual architecture and theoretical support for this 
research by grounding it on prior knowledge. Since this thesis takes place within the 
tourism field, it seems appropriate to begin the literature review by placing this study in the 
context of tourism. In addition, as this study concentrates on the measurement of 
competitiveness of tourism destinations at a local level, as a preliminary step this implies 
an explanation of what is meant by ‘local’ and the need for a definition of ‘tourism 
destination’. Therefore an overview of the concept of tourism destination and of the issues 
related to the regionalization of tourism areas is first provided in chapter 2. Territorial 
competitiveness is the object of this thesis, and a discussion of the construct is the second 
aspect treated in the literature review. Both regional and tourism studies are here 
considered, since a cross-fertilization seems relevant, also considered that the debate on 
territorial competitiveness originated in regional economics and that this is more advanced 
in issues related to its measurement. Chapter 3 is thus dedicated to an examination of the 
concept of territorial competitiveness in economic and tourism studies and to set up its 
relevance for tourist destinations. Finally, as this study looks for empirical evidence of the
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conceptualizations of local competitiveness, Italian destinations are presented as an 
important field of observation in chapter 4. The chapter aims at describing tourism patterns 
within the country to understand if and how its destinations have different performances 
thus requiring an understanding of possible underlying factors. In conclusion of the 
literature review the research questions are set.
Chapter 5 deals with the methodology issues relevant for this study in order to explicate 
the methodological stance informing it. It then refers to the formal assumptions and 
requirements of scientific research and locates this study within the postpositivist tradition.
Chapter 6 first translates the research questions into propositions for empirical testing and 
sets the research boundaries of this study. It then introduces the operationalization of the 
construct of competitiveness defined by different unobservable dimensions and a related 
set of measures. A dataset of 18 indicators and 38 total variables is built on 103 
observations that represent all the Italian provinces. Various preliminary analyses are 
performed on the dataset with the aim to identify the most appropriate instruments of 
analysis. Results and issues related mainly to second generation analysis techniques are 
discussed in the chapter.
Chapter 7 presents the final results of data analysis. A mixed (formative and reflective) 
approach is followed and data are analysed within a full SEM approach by PLS algorithm. 
This enables the assessment of both the measurement framework and the structural 
relationships characteristic of the construct of competitiveness. In addition the explanatory 
power of competitiveness can be evaluated by relating it to performance. The results are 
then contextualized by fiirther analysis. The last part of the chapter is dedicated to the 
discussion of the findings.
Chapter 8 concludes this thesis by linking the results back to the entire research process 
and discussing the contributions offered by this study, acknowledging the limits, and 
proposing future research advancements.
2 Definition and regionalization of tourist destinations
2.1 Introduction
This research concentrates on the measurement of competitiveness of tourism destinations 
at a local level. The understanding of why it is relevant to consider ‘destinations’ and the 
‘local level’ rather than adopting either a microeconomic/company perspective or a 
country level approach will be thoroughly discussed in the next chapter and this 
preliminary requires:
■ the need of a definition of ‘tourism destination’ ;
■ an explanation of what is meant by ‘local’.
The two issues are interrelated: even though the concept of ‘destination’ may appear 
relatively straightforward, its definition has generated a long debate (Candela & Figini, 
2003; Cooper, Fletcher, Gilbert, Fayall, & Wanhill, 2005; Vanhove, 2005), in particular 
when associated with the ‘regionalization’ of tourism areas.
The definition of ‘tourist destination’ conceptually precedes the one of ‘regionalization’, as 
tourism is an activity where the geographic, or territorial, content is fundamental fi*om both 
the demand and the supply sides. From the demand side, tourism implies the movement of 
people from a place (origin) to another (destination). If this is trivial in itself, the precise 
description of ‘origin’ and ‘destination’ is not so easy and with consequences for various 
issues, for instance -  relevant for this study -  for the measurement of the economic impacts 
of this movement of people and data collection^ (Govers, Hecke, & Cabus, 2008). From 
the supply side, tourism is for the most part located in a place (the destination) which is 
geographically defined, moreover tourism implies the composite supply of a set of 
resources, services, structures, and so on that questions whether it is appropriate to 
consider the tourism product as a single production unit (a single service or good 
purchased by a visitor) or as an amalgam (Buhalis, 2000; Burkart & Medlik, 1974; Gilbert, 
1990). Thus this chapter first examines the importance of the destination in tourism studies
* A simple example can clarify this point: if an international tourist arrives in a destination ‘A’ within 
Country X and stays 1 night, he or she is counted as an arrival, an overnight stay and a day of length of stay. 
If he/she then moves to destination ‘B’ still within Country X, he/she is counted again as an arrival, an 
overnight stay and a day of length of stay. So it seems that in Country X two people arrived and stayed one 
night each, while a person arrived and stayed two days.
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and consequently the various conceptualizations given by the academic literature and by 
international organizations (section 2.2).
Different possible approaches to the regionalization of tourism areas are then considered in 
order to embrace a definition of ‘local level’ relevant for the purpose of this study (section 
2.3). Regionalization implies a classification of tourism destinations with specific attention 
to their territorial extent and boundaries. This is important for many reasons, among them 
marketing, planning, and data collection are the most relevant. Different approaches and 
tools have been developed to classify tourism regions and the main ones are examined in 
the present chapter. This will lead to a clarification of ‘local level’ as used in this research.
2.2 Tourism and tourism destinations
It is widely acknowledged that tourism is a complex phenomenon for a wide range of 
reasons such as the difficulties to define its nature, the variety of possible approaches of 
study, the different typologies of suppliers and stakeholders that are part of it, and its 
characteristic placement-displacement, just to mention some of them.
Two aspects of this complexity are the most relevant here, and will be discussed in detail 
in the following pages, as they paradigmatically highlight the relevance of the destination 
for tourism studies;
■ Even though tourism is an economic activity, it is questioned if it can be considered 
an industry (or sector, or market) in conceptual terms or if it is more appropriate to 
label it as a system. In this system, the destination is where tourism phenomena and 
effects are mostly manifested.
■ Similarly, instead of defining the tourism product as a single unit, it seems more 
realistic to approach it as the overall set of services, products, resources, and so forth 
experienced by tourists. This leads to move away from the concept o f a tourist 
product to the concept o f a destination product.
Both aspects, giving the attention to destinations as central in tourism research, also imply 
the need for specific conceptualizations of the tourism destination.
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2.2.1 From an economic to an holistic approach: tourism as a system
" If life, after disturbance from the outside, had simply returned to the so-called homeostatic 
equilibrium, it would never have progressed beyond the amoeba" (Bertalanffy, 1968, p. 289)
The words ‘market’, ‘sector’, ‘industry’ are commonly used for tourism, however it is 
claimed that, for economic theory, none of them is properly applied to it (Candela & 
Figini, 2003; Gardini & Zangari, 1986). The criteria used in economic theory to identify a 
sector, industry, or market are basically two:
■ The technological criterion that defines a sector or industry as the whole of firms 
which are similar in terms of production techniques, products or processes (i.e. the 
automotive industry). The production and product characteristics are here the focus, 
while the final destination of the output is not relevant.
■ The market criterion which is focused on the output. Following this criterion, a 
market is defined by the degree of similarity of products, given by the possibility of 
substitution for the consumer. This means that two products pertain to the same 
market if they are substitutable.
As clearly shown by Candela and Figini (2003) tourism products follows neither the 
technological nor the market criterion. The former cannot be applied because the vacation 
is a mix of goods and services which significantly differ in terms of production process; 
moreover some of them are even not reproducible (such as the cultural heritage and natural 
resources) or intangible (i.e. atmosphere, traditions, hospitality). The latter because many 
of those goods and services do not respect the substitutability criterion: for instance, since 
board and lodging are not substitutes, they should pertain to different markets, while they 
are two basic components of tourism.
However, the use of these concepts (industry, sector, market) are of great utility in 
analytical terms, because they describe what we consider as part of the same phenomenon, 
the so-called ‘tourism’. As a consequence, there has been a long debate in tourism studies 
on the issue whether tourism is or not a sector or industry (Burkart & Medlik, 1974; 
Gilbert, 1990; Smith, 1988). Some authors (Lundeberg, 1976; Wahab, 1975) ground the 
existence of a tourism industry on the recognition that different firms and organizations are 
cohering in the production of a final, recognized, and economically relevant product: the
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vacation. From this perspective the demand -  or the tourist consumption - is the key. 
However as Leiper (2008 p. 238) observes:
‘The concept of ‘the tourism industry’ as a single entity directly linked with all tourists is 
unrealistic, stemming from flawed perceptions and defective understanding of business and 
industries. Clearer vision, alongside deeper knowledge of business theories and practices, 
recognises multiple tourism industries’.
Accordingly, in economic terms it is appropriate to consider tourism as a "synthetic sector' 
(Candela & Figini, 2003) comprising a large and composite set of production activities, 
estimated and measured by the percentage of the total output allocated to satisfy tourists’ 
needs. Some of them are just, or mainly, for tourist consumption, while the remaining 
activities are both for tourists and residents. The typical examples are tour operators, travel 
agents and hotels which provide basically services for tourists, while restaurants and 
shopping facilities are both for tourists and residents. This is also the approach of the 
Tourism Satellite Account (TSA). The Satellite Account is a methodology designed to 
measure the size of economic activities, such as tourism, that are not defined as separate 
industries in national accounts. Thus, the TSA tries to overcome a major problem arising 
from the difficulty of providing a precise definition of tourism: the measurement of its role 
in national economies. The approach is to consider the tourists’ consumption: visitors buy 
goods and services both tourism and non-tourism alike. The key, from a measurement 
standpoint, is associating their purchases to the total supply of these goods and services 
within a country, thus providing a measurement of their economic relevance and making it 
visible (UNWTO, 2002).
If tourism is mainly defined by tourists’ consumption, this makes it difficult to have a 
precise distinction between tourism and not tourism suppliers because the typology and 
extent of commodities consumed by tourists is not fixed. In addition to this complexity, the 
tourism consumption implies the movement of people from one place to another and the 
direct use of several natural, cultural, and social resources which are part themselves of the 
tourism product (this is considered in section 2.2.2). From this perspective, it is more 
appropriate to refer to tourism as a system of places, environments, and diverse human 
activities. One of the most diffused models of the tourism system is Leiper’s (1990). The
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model conceives the tourism system as an origin-destination one that occurs within a 
complex environment^:
N
Travel 1er Departing travelters
g e n e r a t i n g * • Transit region
region
Tourist 
destination 
region
Returning travellers
Environments: human, sociocultural, econom ical, 
technological, physical, political, legal, etc.
Figure 2-1 The tourism system. Source: Leiper (1990, p. 372)
The word ‘system’ refers to the connections among all its components: tourism is not just 
the sum of them but they are interconnected and influence one another, implicitly or 
explicitly. The model has three essential components:
The tourists, as the main agents of this system.
■ The space, divided in three geographic places: the place of origin of tourists that 
represents the market generating tourist flows; the place of destination of tourists that 
is the objective of tourism and where its main impacts become manifest; and finally 
the place of transit as the time-spatial distance covered by tourists to reach the 
destination(s) of their vacation and return at their residence.
■ The tourism industry, conceived as a ‘synthetic sector’ of firms and organizations.
The model helps in understanding that all those aspects are connected and interact in a 
unique complex system: the tourist expresses on the market a demand for tourism
 ^To be accurate, Leiper talks about tourism systems as the centrality of the demand, typical of his approach, 
calls for the definition of a system for every tourist (1990). Maybe not for chance he talks about tourist
industry in his seminal work (1979).
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experiences; different industries and organizations provide goods and services to satisfy 
the demand’s needs; political and administrative bodies can influence the development and 
organization of the demand and the supply (McIntosh, Goeldner, & Ritchie, 1995); and 
finally the local community, living in the destination, is involved in tourism, whether it is 
employed or not in the sector (Murphy, 1985). If the two most discussed aspects of the 
tourism system are the origin (the demand) and the destination, it has to be observed that 
also the connections between them are relevant in the destination selection process (Go & 
Williams, 1994). Those are mainly physical, such as transport (Khadaroo & Seetanah, 
2008; Prideaux, 2000), and informative, thus depending on communication channels and 
intermediaries that can influence the destination choice by tourists (Pan & Fesenmaier, 
2006; Pearce, 2008).
Related and in addition to the overall evaluation of the different components of the system. 
Mill and Morrison (2006) propose a model of the tourism system with the scope to 
underline not just the interdependencies among the components and their variety, but also 
the need for companies and destinations to be aware of this complexity and able to be 
reactive (see Figure 2-2). If the components of the system are basically coherent with 
Leiper’s - since they refer to destination, demand, and the linkages between them - the 
emphasis is given to the functioning of the system: the destination is studied in terms of 
planning, development and control of tourism; the demand in terms of behaviour and 
choices of tourists and factors influencing them; and the linkages between origin- 
destination refer to the ways the demand can reach the destination and vice versa, meaning 
how destinations (and companies) market themselves.
Building on the concept of tourism as a system, new approaches are developing based on 
complexity (for a review see Baggio, 2008) and chaos theory (McKercher, 1999; Russell & 
Faulkner, 2004), assuming the non-linear and non-deterministic functioning of this system: 
‘Models developed before chaos theory recognize the complex nature of the ‘tourism system’ 
but fail to appreciate the chaotic nature of tourism systems’ (McKercher, 1999, p. 425).
This argument assumes the non-deterministic and dynamic nature of tourism and 
highlights the nature of the relationships that shape tourism: even if they have recognizable 
patterns, they are open, complex and unstable. As a consequence, this questions whether 
the tourism system can be studied as a sum of parts following a ‘Newtonian approach’ and
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how much its development is predictable. Accordingly, for this new stream of research 
what happens to a component of the system depends in a non deterministic way also on the 
relation with all the others, thus tourism can be influenced but not controlled. This stream 
of research is much more relevant when dealing with provisional analysis than with current 
issues and description/measurement of specific aspects of the tourism system.
Marketing:
Strategy, Planning, Promotion, and 
Distribution
Destination:
Planning, Developing, and Controlling 
Tourism
Demand:
The Factors Influencing the Market
Figure 2-2 The functioning of the tourism system. Source: Mill and Morrison, (2006, p. 10)
2.2.2 The tourist product
The identification of the ‘tourist product’ lies in the wake of the reasoning followed so far: 
the complex nature of tourism and of tourist consumption. Its definition, again, takes into 
account its composite nature, in particular when the overall experience of a tourist is 
considered. As a result, the tourist product is widely defined as an amalgam, starting from 
Medlik and Middleton (1973). Obviously, if the perspective of the supplier is taken into 
consideration, the tourist product is simply the commodity supplied -  be it a bed space, a 
meal, or a guided tour, etc. - but visitors buy each of them in order to compose their 
vacation experience, thus the part has a meaning within the whole (Vanhove, 2005, p. 11):
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The
core
‘Attractions, accessibility, amenities at the destination (accommodation, catering, entertainment, 
internai transport and communication, incoming tour operators, etc.) and many intangible 
elements (such as atmosphere, ambiance, and friendliness of the local population) are the 
components of the amalgam, and these components complement each other’.
tourist product, then, comprises a wide array of components that can be classified into 
and peripheral, on the base of their relevance in the tourist’s experience and stay at 
destination (see Figure 2-3).
Attractions, transportation, accommodation, and food and beverage, are the core 
components of the product, while support private and public services and infrastructure are 
the peripherals:
■ Attractions are core since they generate the demand representing the reason for 
travelling (Weidenfeld, Butler, & Williams, 2009). Many authors agree that the other 
components depend on their presence: in a content analysis, conducted on a number 
of tourism academic and trade journals by Jurowski & Olsen (1995), the attractions 
resulted to be the factors considered of growing concern in tourism. In particular 
environmental and cultural resources tend to be evaluated as the most relevant (Gunn 
& Var, 2002; Huybers & Bennett, 2000).
Transportation is considered core as it affects tourism flows, facilitating or 
hampering them, both in terms of accessibility to an area (Prideaux, 2000) and 
mobility within it (Thompson & Schofield, 2007).
■ Accommodation is core because it permits the stay of visitors^. Among the possible 
classifications, the one proposed by the Eurostat (2007) is here considered, because 
of its relevance for data collection and development of statistical measures. 
Accommodation is defined as ‘any facility that regularly or occasionally provides 
overnight accommodation for tourists’ (pg. 21) and divided into collective tourist 
accommodation establishments (hotels and others) and private tourist 
accommodation (rented or secondary homes and similar). Food and Beverage is 
complementary to lodging and can be provided with the accommodation or 
independently.
 ^The definition of tourist implies at least an ‘overnight stay’ (UNWTO, 2002).
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■ In addition to the core components, many other services, structures and infrastructure 
support the tourist travel and stay. These are peripheral, and comprise private 
services, such as shops, tour organizers and so on, and public utilities and 
infrastructure. The latter, generally developed mainly for residents, need to be 
expanded to serve travellers. The fact of being labelled as peripheral does not mean 
that they are of low importance. On the contrary they are considered as foundations 
and their presence and quality level may greatly affect the overall tourism experience 
(Ritchie & Crouch, 2003). However -  unlike core components - they are not strictly 
necessary in order to generate tourist flows, while without attractions that pull 
tourists to visit a place and without transportation to reach it and the possibility to 
stay (accommodation and food and beverage) there is no tourism development.
Obviously Figure 2-3 is just illustrative of the main components that are part of the tourist 
product. Many studies have tried to propose possible classifications and detailed 
subdivisions of each component, in particular of the attractions (among the others Gearing, 
Swart, & Var, 1974; Kaiser & Helber, 1978; Lew, 1987; McIntosh et al., 1995) resulting in 
alternative and not always matching approaches. Moreover, whether a component is core 
or peripheral can be questioned on the base of the perspective of study and on the typology 
of destination and/or tourist segment under consideration. However, for the purpose of this 
thesis a very detailed list and an univocal distinction between core and peripheral is not 
necessary, while it is important to consider the structured nature of the tourist product and 
the fact that most of it is geographically located in the tourist destination. This because the 
destination is the space of the tourist experience: even if we recognize the importance of 
the preparation of the trip at residence and of the transfer towards the place of vacation, 
those are basically in function of the former. What the tourist buys and consumes is a 
composite tourist product with a specific geographic location and the destination is the 
synecdoche to name it:
‘A destination [is] an amalgam of products and services available in one location, that can draw 
visitors from beyond its spatial confines’ (Murphy, Pritchard, & Smith, 2000, p. 43).
And, according to Ritchie and Crouch,
‘The fundamental product in tourism is the destination experience. Competition, therefore, 
centers on the destination’ (cited in: Vanhove, 2005, p. 105).
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Figure 2-3 The tourist product: core and peripheral components. Source: Adapted from Candela 
and Figini, (2003, p. 34)
2.2.3 The central role of destinations
Even though Leiper (2000) questions the importance of tourism destinations in attracting 
visitors, stating that the real motivating factors of tourism flows are those found at their 
origin and substantially in tourists themselves, we can still affirm that tourism destinations 
are the essence of tourism: it is within the destination that the majority of tourism 
resources, goods, and services are provided and experienced and the destination collects
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most of the tourist consumption and of the economic and non economic effects of tourism 
(Cooper et ah, 2005; Gunn & Var, 2002/.
The central role of destinations, however, is not just confined to being ‘collectors’ of 
tourism products and impacts: destinations have been more and more recognized and 
highlighted as active agents of the tourism system. This is because tourism is undergoing 
important changes that have created an increasingly challenging environment, and the 
ability of destinations to be proactive has been considered a key factor of success:
‘Globalisation has fimdamentally changed competition between firms. Due to the effects of 
globalisation the competition in tourism has shifted from inter firm competition to the 
competition between destinations’. (Go & Covers, 2000, p. 79)
Globalisation means lower travel costs -  in terms of money and time - , easier access to 
information, and opening of new regions of the world to international tourism because of 
lowering of political barriers. All these changes translate into higher mobility of both 
tourists and specialized labor force and capital, and push destinations to compete for 
attracting demand and key resources while creating an efficient environment for local 
investments, as will be further discussed in chapter 3.
In his seminal work, Butler (1980) explains that a destination is dynamic and follows a life 
cycle (TALC — Tourism Area Life Cycle). This shows the fallacy of developers and 
operators believing that a destination will always attract tourists and that tourist flows will 
continue to grow. After a period of discovery, the development of the destination is 
characterized by growing number of tourists due to the consolidation of its image in the 
market and to the fact that various facilities are built to host visitors by internal and 
external investors and by public authorities. However a decline can follow, especially if the 
destination is not able to plan and manage its development (Butler, 1980). Accordingly the 
importance of undertaking specific actions at destination level has been stressed by 
numerous studies and organizations (for a collection of theoretical and empirical studies on 
the TALC see Butler, 2006).
Leiper himself recognizes those aspects when he states that the destination ‘is where the most significant 
and dramatic aspects occur’ (1979, p. 398).
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Over the last decade the relevance of managing the destination has emerged significantly 
and has represented a main stream of interest for both, practitioners and researchers, 
involved in tourism:
‘An examination of today’s competitive universe reveals that changes in its components have 
radically altered its stmcture. The implications of this restructuring are that those who are 
responsible for destination management are operating according to a constantly evolving set of 
rules that continually redefine the exact nature of competition. Even though the factors that 
determine the attractiveness of a destination may remain relatively constant, the changing nature 
of competition requires ongoing reassessment of the ability of a destination to compete’ (Ritchie 
& Crouch, 2003, p. 1).
The development of the global economic, social, political, technological, and 
environmental scenario has dramatically modified the competitive arena. The push toward 
free-market systems, the growing environmental concerns, the political and social 
instability, the rapid growth of new technologies, the pressing need for safety and security 
present threats and opportunities for destinations and industries (Bremner, 2005; Floyd, 
Gibson, Pennington-Gray, and Thapa, 2003; Goodwin and Francis, 2003). Competition 
between and within destinations is fierce and there is constant change in the tourism 
marketplace: new destinations are entering the market and new strategic alliances are being 
formed, especially by multinational companies that are increasing their power through 
horizontal and vertical integrations (Lafferty & van Fossen, 2001; Mosedale, 2006). 
Tourism demand is also changing: tourists have higher cultural levels and are more 
experienced travellers, as a consequence they have higher expectations; moreover they are 
more informed because of the wide diffusion of information and are offered new places to 
visit, low cost products, and increased quality standards. In general, they have greatly 
enlarged the number and variety of choices at their disposal and their relative awareness 
(Smeral, 1998). This has produced significant consequences on the supply side of the 
tourism market, because, despite the growing number of tourists, the market share of a 
destination is not granted. In order to benefit from the economic outcomes of tourism, 
organizations and firms have had to increase their efforts to promote and sell their 
products, basically reinforcing marketing activities, striving to enhance their differentiation 
and image, and focusing on the quality and value of the destination product (Go & Govers, 
2000; Murphy, Pritchard, & Smith, 2000). Tourism enterprises are mostly small and
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medium size and therefore these external forces have imposed the formation of close 
collaboration relationships among them in order to take advantage of the benefits of such 
agglomerations and achieve competitiveness, in many cases essential for their survival 
(Tinsley & Lynch, 2001). In addition the composite nature of the tourism product calls for 
cross-institutional cooperation, public and public-private governance (Thomas & Thomas,
1998):
‘The network approach [...] fits well with the realities of tourism as a multidimensional area of 
public and private sector policy interest’ (Dredge, 2006, p. 271).
As territories are central for the tourism sector, both public institutions and private actors 
must play their role in the development and management of tourism destinations: following 
the principles of public governance, public institutions and processes must be more 
responsive to the needs of tourism stakeholders, while formal and negotiated relationships 
between public and private actors are growing in number and in importance. Networks and 
alliances between the public and private sector have formed in tourism mainly in relation 
to marketing activities because of the advantages that derive from creating economies of 
scale, limiting free-riding, and increasing the effectiveness of destination promotion 
(Palmer & Bejou, 1995). However their importance is nowadays recognized broadly in 
destination management and planning: community based practices, stakeholder 
involvement and creation of formal and informal links as functioning structures of 
destinations are increasingly widespread (Dwyer, Edwards, Mistilis, Roman, & Scott, 
2009).
2.2.4 Definitions of tourism destination
The concept of destination is central in tourism research, nonetheless a univocal definition 
does not exist. As other concepts in this field of study, this is probably a consequence of 
the multi-disciplinary nature of tourism (Echtner & Jamal, 1997; Tribe, 1997) that calls for 
the adoption of different approaches and definitions, coherent with the methodology of 
study.
Three possible conceptualizations of a tourism destination have emerged in the preceding
pages: first, the destination as the place for tourist consumption (in strictly economic
terms) or experience (in a broader sense); second, the destination as the most meaningful
tourist product, conceived as an amalgam of various resources, activities, and services;
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third, the destination as a collective active agent of tourism development. Linked to them, 
there is a fourth conceptualization of tourism destination as the living environment o f a 
local community.
The first two conceptualizations basically converge in considering the destination as the 
market place where demand and supply meet, delineating the tourist experience. The 
definition given by Dredge (2006) can be recalled here:
hi essence, a destination region is a location that a person chooses to visit for at least one night 
in order to experience some feature or eharacteristic perceived as satisfying a leisure time 
experience’ (pg.271).
The destination is then the amalgam of the products and services that generate the demand 
and allow this experience:
Destinations are amalgams of tounsm products, offering an integrated experience to 
consumers. Traditionally, destinations are regarded as well-defined geographical areas [...]. 
However, it is increasingly recognized that a destination can be also a perceptual concept, which 
can be interpreted subjeetively by eonsumers, depending on their travel itinerary, cultural 
background, purpose of visit, educational level and past experience’ (Buhalis, 2000, p. 97).
Interestingly the definition suggests that the true value of the place as a tourist destination 
is a result of demand and supply interaction, and this applies also to possible taxonomies. 
Conventionally the diverse destinations on the market are connoted by the combination 
between possible mix of attractions and services provided: cultural, coastal, rural, thermal, 
just to mention some of them. Thus the distinction among typologies of destinations is 
generally supply based because it depends on the characteristics of a place. Poria, Butler, 
& Airey (2003) propose an alternative demand base interpretation: with regard to heritage 
tourism, they identify it as a phenomenon related to demand rather than to the local 
resources and prove that ‘heritage tourism stems from the relationship between the supply 
and the demand. It is not so much the attributes themselves, but the perceptions of them 
which is critical’ (p. 250).
Neither the pure geographical approach nor the market-led concept of destination seem to 
be sufficient if the current competitive challenges of tourism are taken into account. This 
calls for a conceptualization of tourism destination as a collective active agent, well 
represented in the definition proposed in Denicolai, Cioccarelli, and Zucchella (2009):
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‘The tourist destination [is defined] as a local network that creates value “with and for” the 
tourist. [...] The tourism offer is a complex product configured along a value constellation 
involving many independent agents which are vertically, horizontally and diagonally integrated 
[representing] a typical tourism value constellation’ (p. 2).
From this definition, it emerges a concept of destination as ‘place of value creation’, not 
just through its assets but also through its agents and the collective actions undertaken to 
make it explicit. The ‘capacity of local destinations to develop meaningful and productive 
public-private partnerships’ (Dredge, 2006, p. 279) is then key and the destination is 
conceptualized as a ‘cluster’ or ‘network’ that actively creates value:
‘We interpret the network activity as a strategy to empower and to develop the owned 
knowledge base, through inter-organizational learning processes [...]. In that sense, we refer to 
a sort of networked competence, since the latter is embedded in the net of relationships within 
the tourist destination’ (Denicolai et al., 2009, p. 2).
In this stream of research the destination is an ‘adaptive management’ system, well- 
represented in the idea of the 'Learning Tourism Destination* proposed by Schianetz, 
Kavanagh, and Lockington (2007) where collective learning processes and knowledge 
sharing are its underling texture.
In addition the relevance of the local community in conceptualizing the essence of the 
destination must be recalled. In line with Murphy’s acknowledgment of the local 
community within the tourism system (see paragraph 2.2.1), Jamal and Getz (1995) 
provide a definition of a ‘community-based tourism destination’:
‘A community-based tourism destination may be viewed by adopting an ecosystem approach, 
where visitors interaet with local living (hosts, services) and non-living (landscape, sunshine) to 
experienee a tourism produet’ (p. 187).
This definition is useful since it highlights that the tourism destination is first of all the 
place where a community lives and works, thus the effects of tourism should benefit the 
local people as the primary objective of tourism development.
To close, the UNWTO definition of ‘local tourism destination’ well synthesizes most of 
the aspects discussed so far. Moreover, since it focuses on the local level, it refers to the 
geographical scale of interest of this thesis:
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‘A local tourism destination is a physical space in which a visitor spends at least one overnight. 
It includes tourism products such as support services and attractions, and tourism resources 
within one day's return travel time. It has physical and administrative boundaries defining its 
management, and images and perceptions defining its market competitiveness. Local 
destinations incorporate various stakeholders often including a host community, and can nest 
and network to form larger destinations. They are the focal point in the deliveiy of tourism 
products and the implementation of tourism pohcy’ (UNWTO, 2004, p. 8).
The definition talks about ‘physical and administrative boundaries’, opening to the 
delimitation (or regionalization in other words) of a destination, an aspect that will be 
discussed in the following pages.
2.3 The regionalization of tourism areas
With regard to the UNWTO definition of ‘local tourism destination’ (see previous section). 
Lew and McKercher (2006) observe:
‘This somewhat inelegant description nonetheless provides insights into destination minima and 
maxima. The intent of this framework was to coneeptualize destinations as local entities that can 
include cities, towns, or regional areas. This definition excludes, at one end, resort complexes 
regardless of their size, and at the other end states, countries, or multinational agglomerations. 
Thus, Orlando would be considered a local destination, while Disneyworld or Florida would 
not. Likewise, Montego Bay in Jamaica meets these criteria, while the Caribbean would be 
excluded. The UNWTO definition reinforces the fuzzy nature of destination boundaries, for it 
also recognizes that destinations can nest and network to form larger destinations’ (p.405).
The ‘fuzzy nature of destination boundaries’ is reinforced by Shaw and Williams’ 
statement:
‘A tourism space is a geographical area with imprecise geographical boundaries in which tourist 
activities take place and ean range from a small area, through a resort to the regional seale’ 
(quoted in: Weidenfeld et al., 2009, p. 1).
Ritchie and Crouch (2003) list as well different possible geographical scales of tourism
destinations, from macro-regions composed by several countries to single sites and
resources. If when considering the concept of destination in general a geographic border
cannot be provided, this however helps neither empirical research nor destination planning
and management; as a matter of fact, if we turn to the study of specific tourism phenomena
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(i.e. impacts, tourist flows, etc.) or to development patterns and managerial issues we need 
to circumscribe the space of study and action. This is the objective of the regionalization of 
tourism areas.
Even though this is an issue typical of geographers and requires specific competences and 
tools, it is useful to mention it, since the definition of the borders of a destination has 
consequences also on data collection and on the measurement of its specific features. The 
main approaches are here illustrated, considering their advantages and limits. The aim is to 
arrive at identifying the local level appropriate for this study and justify it.
2.3.1 Tourism regions: An overview of approaches to their identification
The identification of regions has several applications, especially in planning, marketing, 
and administration. The benefits deriving from an accurate identification of regions in 
tourism are recalled by Smith (1984): first of all it supports planning and development, 
since it facilitates the detection of the specific characteristics of a place and the spatial 
differences in tourism potential and development, also providing a basis to determine 
tourism impacts. It also supports marketing activities, such as product creation and 
communication for it describes the differences in perceptions of groups towards a given 
region, determines what visitors want from a specific destination, and analyzes origin- 
destination relationships.
The identification process (Smith, 1995) can be the result either of an ‘integration’ or a 
‘segregation’. The integration implies the identification of some ‘internal integrity’ of an 
area on the base of specific characteristics, while the ‘segregation’ is the opposite process, 
since it brings to a distinction between areas again on the base of specific features. 
However it must be recognized that ‘the identification of regions is a means not a end [...]. 
Regions do not exist as separate entities’ (p 176). Accordingly, Smith recalls three criteria 
of regionalization: (a) a priori', (b) homogeneous; and (c) functional.
For the author the first criterion, typical of political and administrative regions, is the most 
diffiised but it is subjective, such as drawing a line on a map without an objective 
methodology. Smith criticizes this approach as lacking a ‘reliable foundation’.
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The second is the result of an analytical process and based on objective similarities that 
allow for the identification of a bounded area; here the ability to detect significant features 
is fundamental. Typically, this is the methodology used in the tourism literature when 
tourism regions are identified on the base of their resources, such as culture, history, and 
nature. For instance this is the approach used by Ferrario in South Africa (1979) and by 
Gunn in different settings (Gunn, 1982; Gunn & Var, 2002). The identification of 
compatibility between attractions and their spatial organization can be further explored 
with a cluster approach, in order to understand if this makes a region not just identifiable as 
a tourism destination, but also more attractive (Weidenfeld et al., 2009). However 
‘homogeneity’ refers just to a specific aspect of tourism space, its resources, while a 
tourism destination is a ‘travel market area’ (Gunn 1982) and as such it includes other 
features such as accessibility, social and physical infi*astructure and so forth. This leads to 
the last criterion.
The last criterion is based on activities and interactions within a territory, such as the 
definition of catchment areas for commuters. In tourism this is generally done starting from 
tourist flows rather than from features of the supply. Lew and McKercher (2006), with 
regard to the UNWTO definition of local tourism destination (see previous section), have 
proposed a methodology of identification based on ‘the products and activities that could 
normally be consumed in a day trip fi*om the heart of the destination’ (p 405). The 
importance of studying functional areas based on tourist flows is well explained by Dredge 
(1999, p. 787)
‘A tourist may go to various points within the region; however, where the visit involves an 
overnight stay in a different location, a new destination region is invoked. Accordingly, two 
important points emerge with regard to the physical Hmits of destination regions. Boundaries of 
destination regions are tied to travel patterns and characteristics. Depending upon characteristics 
of the visit (e.g., mode or distance traveled), destination regions may be large or small and may 
or may not overlap. Planners must be aware that these regions exist at different scales in one 
location and that the use of administrative boundaries commonly adopted in land-use planning  
may limit proper conceptualization and planning of the destination region’.
Although in tourism studies, as seen above, the use of administrative borders is often 
criticized and even considered subjective, the Eurostat (2009) shows how normative
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regions (corresponding to the ‘a priori’ regionalization methodology, and in particular to 
political and administrative units) has its importanee and justifieation:
‘Normative regions reflect pohtical will; their boundaries are fixed in terms of the remit of local 
authorities and the size of the region’s population regarded as corresponding to the 
economically optimum use of the resources they need to accomplish their tasks; historical 
factors may also be at the root of an agreement to maintain the autonomy of certain 
administrative divisions’ (p 5) hence ‘a region is an attempt to group together populations or 
places with enough in common to comprise a logical unit for administrative purposes. It is a 
recognition that spatial differences require appropriate administrative stmctures. In this context, 
“administrative stmcture” means that an administrative authority has the power to take 
administrative, budgetary or policy decisions for the area within the legal and institutional 
framework of the country’ (p 3).
Smith recognizes as well that the use of administrative and political units has advantages 
‘for forming industry or marketing associations’, and ‘for collecting and reporting tourism 
statistics’.
The European Union has much invested on these aspects, in particular through the NUTS 
classification and related Regulation.
2.3.2 The UE NUTS classification
Even when referring to political and administrative units, these are not uniform among 
countries. In order to produce regional statistics for the Community, the European Union 
defined the “Nomenclature of Statistical Territorial Units” (NUTS) as a univocal system 
for dividing up the European Union’s territory in a coherent way for data collection and 
statistical purposes, comprising tourism statistics. The Nomenclature was given a legal 
status in the last decade, with the adoption in 2003 of the Regulation No 1059/2003 (EC), 
which was last amended in 2008 (Eurostat, 2009).
Since normative regions are generally the reference in national statistical systems, for 
practical reasons the EU based the NUTS classification on these types of territorial areas as 
the most appropriate units for data collection. In addition, efforts in order to recognize also 
the role of functional areas for economic analysis have been done with the so called 
Labour Market Areas (LMAs) which are the employment catchment areas in a country. 
Unfortunately, data at LMAs level are not published so far. Also the micro scale has
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gained importance in Eurostat methodology, in particular with regard to urban areas and 
with the recognition of the Local Administrative Units (LAU) which basically correspond 
to municipalities. Those data, however, refer just to population and housing censuses and 
are not public. Finally, large cities are investigated through urban audits dedicated to the 
quality of life.
Therefore, for tourism statistics, the NUTS classification is the reference. It is defined by 
Eurostat as a hierarchical classification fi*om NUTSl to NUTS3:
‘NUTS subdivides each Member State into a whole number of regions at NUTS 1 level. Each 
of these is then subdivided into regions at NUTS level 2, and these in turn into regions at NUTS 
level 3. Leaving aside municipalities, the internal administrative stmcture of the Member States 
is generally based on two of these three main regional levels’ (Eurostat, 2009, p. 10).
The average size of the NUTS regions is based on a minimum-maximum range of 
inhabitants, as in Table 2-1.
Table 2-1 NUTS region population threshold
Region Minimum Maximum
NUTS 1 3 million 7 million
NUTS 2 800,000 3 million
NUTS 3 150,000 800,000
Source: EUROSTAT (2009)
The NUTS3 is therefore the most local level for which comparable and extensive statistical 
data can be retrieved; for instance, in Italy the average size of NUTS3 is 549,000 
inhabitants.
Interestingly, NUTS regions are to a certain extent comparable worldwide, at least with 
regard to some countries. The OECD has developed a territorial division coherent with the 
NUTS at two levels: territorial level 2 (TL2) which corresponds to larger areas and 
territorial level 3 (TL3) which corresponds to the small regions of the area. These refer in 
particular to the following non-European OECD countries: Australia, Canada, Japan, 
Korea, Mexico, New Zealand and USA, so that at the more detailed TL3, the following 
division is applicable (Eurostat, 2009):
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Australia 60 Statistical Divisions 
Canada 288 Census Divisions 
Japan 47 Prefectures
Korea 16 Special city, Metropolitan Area and Province 
Mexico 209 Grupos de Municipios 
New Zealand 14 Regional Councils 
USA 179 Economic Areas (Bureau of Economic Analysis)
2.4 Conclusion: The local approach of this study
Global changes are shaping the current tourism environment, increasing competition, and 
calling for an active role of destinations in being reactive. As such, tourism destinations are 
more and more the active agents of competition, contributing in a significant way also to 
firms’ survival and success. This increases their role within the tourism system going 
further the fact of being the space of collection of most of the tourism effects and of being 
the effective tourist product. As we will see in the next chapter, also the literature on 
competitiveness shows the relevance to refer to territories at a local level. This is the 
widely known glocal imperative: think global and act local. Even if the first studies on 
territorial competition have concerned the international trade patterns between countries, or 
-  for tourism - international flows from origin to destination countries, the focus on the 
local level as the true space of competition is increasing.
This poses the issue of defining what is meant by local level, also because the boundaries 
of tourism destinations are not easy to be fixed. Different methodologies are at our 
disposal, and it is recognized that functional methods are the most respectful of the real 
tourism phenomena because they try to reflect the precise localisation of tourism flows and 
of their impacts. As such they are recommendable methods to identify the local level of 
analysis. However the functional approach has important limits if data collection at macro 
level and statistical measures are needed; from this perspective the use of administrative 
regions make sense, as they represent the units where data are provided and elaborated. 
With regard to Europe, the NUTS areas represent the reference for this purpose and 
interestingly they have -  to a certain extent - international comparability. In addition,
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administrative regions may reflect some important aspects of functionality, for instance 
those related to public services that are relevant for tourism development. Nonetheless it 
has to be recognized that there is not a full coincidence between local destinations defined 
by a functional perspective and administrative areas; as such a trade-off between the 
possibility to analyse statistical data and accuracy in delimiting local tourism destinations 
occurs and it is insurmountable.
Since the NUTS3 is the most local level where tourism data can be extensively retrieved 
and confi-onted among territories, it is taken as the level of analysis for this thesis. This 
means that for the subsequent field work local means ‘the Italian provinces’ (NUTS3 areas 
in Italy). It also needs to be noted that, fi*om an administrative perspective, NUTS2 areas in 
Italy are referred to as ‘regions’. Of course the administrative meaning of the word ‘region’ 
here differs from the geographic meaning of the word, as discussed above, as well as from 
its use in the regional economics literature.
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3 The concept of territorial competitiveness and its 
relevance for tourist destinations__________________
3.1 Introduction
This chapter concentrates on both the general and the tourism literature about 
competitiveness. First, the general literature is critically reviewed in order to understand 
the main issues related to the topic and to outline the concepts and models that can lead to 
a better comprehension of territorial competitiveness (section 3.2). Two streams of 
research are identified: the studies on national competitiveness and the studies on regional 
and local competitiveness. Then, the main factors offered by the literature to explain 
territorial competitiveness are reviewed (section 3.3). Finally, the studies and reports that 
attempt to measure territorial competitiveness are examined, in order to identify their 
methodological approaches and the variables and indicators used (section 3.4). Those 
studies are the building blocks to understand the issues involved in translating concepts 
into empirical evidence.
Finally, the chapter shifts from the general literature to the tourism stream of research 
about the topic, in order to identify points of contact and differences due to the specific 
nature of tourism (section 3.5). Again, both the conceptual and the empirical studies are 
analysed with the aim to identify the key factors that sustain the competitiveness of tourism 
destinations (section 3.6) and the approaches followed to measure it (section 3.7).
3.2 Defining territorial competitiveness
The concept of competitiveness originated in the business literature and it is widely used to 
express the ability of a firm to perform better than its competitors, meaning a qualitative or 
quantitative superiority of a firm over its rivals. Firms compete to overtake their rivals for 
markets and resources, and measure their performance basically through three dimensions: 
market share, profits, and leadership. While it is accepted what is meant by 
competitiveness, the debate refers in particular to the factors that enable firms to be 
competitive, or successful. There are mainly two streams of research on this aspect: 
strategy studies and resource based view studies. The former refers to Porter’s studies, that 
explain that ‘strategic positioning means performing different activities from rivals’, or
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performing similar activities in different ways: [...] competitive strategy is about being 
different’. Basically the difference is in value or in costs: a firm can provide a greater value 
sold at premium prices, or a comparable value at lower costs, or do both (Porter, 1996, pp. 
62,64). The latter refers to the studies originated by Penrose (1959) and Barney (1991) and 
argues that some resources are valuable and rare, and enable firms to be competitive. If 
firms protect them against imitation and transfer, those resources also sustain performance 
at long-term.
Over the last two decades, the concept of competitiveness has been adapted and extended 
also to territories^ mostly as a consequence of globalisation and its effects: the growing and 
easier labour and capital mobility has led to the idea that territories are in direct 
competition to attract and retain work force, capital resources, and investments. Even 
though there is a quite diffused agreement (not unconditional, as we will see below) that 
territories compete to increase their standards of living, this concept is not well defined in 
economic terms:
‘The problem of international competitiveness has been defined in highly diverse ways. These 
definitions (and the proposed solutions of the problem) are partially inconsistent, and thoroughly 
confuse most academics, politicians, policy-makers, and business managers. There is a good 
reason for this confusion. The collection of problems alluded to as ‘ competitiveness ’ is 
genuinely complex’ (Spence & Hazard, 1988, p. VIII).
The complexity derives basically jfrom two conjunct factors: first, competitiveness has 
various dimensions or it is a multi-dimensional concept (Dwyer et al., 2004; Spence & 
Hazard, 1988); second, different disciplines deal with this concept, leading to diverse ways 
to define, explain and consequently measure it (i.e. macroeconomics and microeconomics, 
international trade theories and regional economics, business management and strategy 
studies). Moreover, the soundness itself of this concept, especially at a national level, has 
often been discussed and not definitively proved.
To go deeper into definitions and theoretical approaches, it is useful to distinguish between 
the two scales at which the issues about territorial competitiveness have been studied, (1) 
national and (2) regional/local level, since the terms of the problem change if we refer to
 ^ This is the aspect of main interest for the purposes of this study which concentrates on tourist territories’ 
competitiveness rather than on tourism firms’ performance.
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the former or the latter. From an historical perspective national competitiveness studies 
preceded regional and local ones, thus we will first consider the country level, even though 
- for the aims of this study - the second perspective is more relevant, since we want to 
concentrate on sub-national (local) tourist destinations.
3.2.1 National competitiveness
The most common and well-known definitions of territorial competitiveness generally 
refer to the national scale (see Table 3-1).
Table 3-1 Sample of definitions of national competitiveness (chronological order)
(a) “National competitiveness refers to a Nation State’s ability to produce, distribute and service 
goods in the international economy in competition with goods and services produced in other 
countries”(Scott & Lodge, 1985, p. 3).
(b) [Competitiveness] refers to the ability of a country to realise central economic policy goals, 
especially growth in income and employment, without running into balance of payments 
difficulties”(Fagerberg, 1988, p. 355).
(c) “The only meaningful concept of competitiveness at the national level is national 
productivity”(Porter, 1990b, p. 6)
(d) The degree to which a country can, under free and fair market conditions, produce goods 
and services which meet the tests of international markets while simultaneously maintaining 
and expanding the real incomes of its people over the longer term” (OECD, 1996a)
(e) “Competitiveness [...] is understood to mean a sustained rise in the standards of living of a 
nation at as low a level of involuntary unemployment possible” (UE, 2004, p. 9).
(f) “That set of factors, policies, and institutions which determine the level of productivity of a 
country”(WEF, 2012, p. xi)
While some definitions focus mainly on productivity and growth, others underline that 
national competitiveness is related to international trade and its role to achieve economic 
success (market share view), while some others stress that the economic perspective is too 
narrow, and that the final outcome of competitiveness should be to rise the overall 
standards of living of a country’s population.
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Some questions related to the concept of competitiveness explain why it is difficult to 
arrive at a common definition (Budd & Hirmish, 2004; Dwyer & Kim, 2003; Spence & 
Hazard, 1988):
■ competitiveness is an absolute or relative concept? Some definitions (see in 
particular (a) and (d)) explicitly underline that we understand the level of 
competitiveness of a country comparing it to another country. From this point of 
view, to be competitive means to have an advantage or a relative position over 
competitors; on the other hand, the scholars who focus on the central role of the 
domestic demand for productivity and economic growth are not so interested in 
international rankings;
■ competitiveness refers just to economic measures — basically productivity and 
employment -  (see definitions (b), (c), (d), (f)) or also to the quality o f life of a 
country (see definition (e))? This second perspective calls for the adoption of 
additional tools of analysis, beside the strictly economic ones, and we will see that 
this is of growing importance with regard to regional and local competitiveness;
competitiveness is a static or a dynamic concept? It is static if it refers just to a more 
or less efficient way to allocate resources (basically capital and labour), while it is 
dynamic when it refers to the ability (this word recurs in many definitions, see for 
instance (a) and (b)) of changing the competitive conditions over time through the 
adoption of competitive strategies.
Beside the fact that a common accepted definition of national competitiveness does not 
exist yet, it is even more relevant that the soundness of the concept is questionable, 
because this aspect threatens the merit of discussing the topic. The debate around the 
soundness of national competitiveness originated with, and was developed by, two 
authorities on strategy and international economics: Michael Porter and Paul Krugman.
With his ‘The Competitive Advantage o f Nations*, Porter (1990b) opened the idea that 
nations compete as firms do ,^ and this statement is also the core of the debate because it
 ^Porter was not the first to talk about country competitiveness (see for instance Scott and Lodge (1985) and 
Fagerberg (1988) ), but he applied the concept of competitive advantage -  derived from the business strategy 
stream of research -  to nations. This is the keystone of Porter’s and Krugman’s debate.
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implies that “national prosperity is created, not inherited [...] as classical economics 
insists” (Porter, 1990a, p. 73).
While classical economists explain the competition among nations through factors of 
production - land, capital, natural resources, and labour force - Porter’s approach is mainly 
business and strategy oriented and moves from the idea that those factors are not 
explanatory enough. As seen above, firms compete for markets and resources, measure 
their performance through market share and profits, and use competitive strategies to 
overtake their rivals. Following Porter’s perspective, we can say that States act the same: 
they adopt strategies to perform better than other countries and they measure their success 
through their productivity levels. Porter thinks that the intrinsic meaning of 
competitiveness is productivity, since it determines the level of prosperity a nation can 
sustain over time, and that this basically depends on innovation. If we infer that innovative 
enterprises are more competitive, meaning that they have a higher market share and higher 
profits, we are not talking about territorial competitiveness yet, rather about firm 
competitiveness. The keystone is that Porter notices that this cannot depend just on 
managerial abilities and that companies characterized by high innovation are concentrated 
in certain nations, concluding that specific attributes of locations, and the role of 
governments, explain also national competitiveness (see section 3.3.3).
Krugman refutes this approach as ‘meaningless’ and as a ‘dangerous obsession’, in 
particular when it applies to a national economy and not to specific sectors (Krugman, 
1996, 1998). In his perspective, the competitive advantage of nations does not have a valid 
economic definition, and the idea that nations can adopt, as firms do, strategies to be 
competitive implies a misunderstanding of the basic economic principle of comparative 
advantage.
This principle is the basis for the free trade theory. In a general equilibrium setting,
‘When economies trade with each other they do not (as firms do) compete in a confrontational 
manner. They engage in a non-zero sum game that benefits all parties: countries specializing 
according to their factors’ endowments do better than in the absence of trade’ (Lall, 2001, p. 
1054).
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If this is correct, nations do not compete, just their firms do: the concept of competitive 
advantage applied to countries is not a valid approach basically because “countries do not 
go out of business” (Krugman, 1996, p. 20) and the idea that governments should intervene 
to keep the national economy competitive is misleading.
A definitive word on this debate has not been said yet, even though - in practice - national 
governments and international organizations are developing an increasing number of 
policies to lead countries to be more competitive: from this perspective. Porter’s approach 
seems to be the one accepted. On the other hand, the responsibility of governments has 
increased so much (through subsidies, tax breaks, education systems, and so on) that it 
cannot be considered irrelevant in modem economics (Garelli, 2002).
However, the terms of this dispute are different if applied either to sub-national levels 
(regional and local) or to specific sectors (as it is the case of tourism). Krugman himself 
seems to accept that in those two cases it is possible to talk about territorial 
competitiveness, and those are also the cases that are relevant for this thesis.
3.2.2 From national to local competitiveness
The interest of academics, politicians and policy makers in competitiveness has 
increasingly extended from the national level to the regional and local (often urban) levels, 
looking for the ‘regional foundations’ of country competitiveness (Pike, Rodriguez-Pose, 
& Tomaney, 2006). The focus is more and more on sub-national scales:
‘Factors that determine the produetivity of a eompany differ signifieantly aeross sub-national 
regions within countries; that is one of the reasons why there are large and often persistent 
prosperity differences within them. Sub-national regions are therefore the eentral géographie 
level for eompetitiveness’ (Ketels, 2006, p. 118).
New forms of intervention and regional policies have developed in the last few years with 
the aim of promoting the competitiveness of cities, clusters and local areas as preferred 
tools to promote national economies. Some examples include the attention given to 
regional competitiveness and to social and economic cohesion by the European Union 
(CEC, 2004, 2005) and the importance assigned to cities and rural areas by many European 
Governments within their national and regional policies.
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The relevance of the regional and local dimensions is grounded on a basic observation: the 
growth and performance of some local systems cannot be explained just by the single 
strategic choices of the firms that are part of it. Clusters and industrial districts represent a 
typical case in this direction (see section 3.3.3). Some key issues about the importance of 
the local dimension for competitiveness recur in many studies: first of all, it is accepted 
that globalisation has influenced and modified how cities and local areas compete 
(Krugman, 1991; Porter, 2000; Rondinelli, Johnson, & Kasarda, 1998); second, even 
though some competitive factors of local areas are intrinsically dependent on national and 
supra-national variables that can limit the local intervention (for instance taxes, laws, 
exchange rates), nevertheless it is recognized that the role of local governments and 
authorities is crucial to promote competitiveness (Kresl, 1995; Kresl & Singh, 1999).
While some of the scientific debate at this level tends to replicate features with its national 
counterpart, policy indications and recommendations seem to have preceded both clear 
definitions and empirical analyses. However, it is clear that exchange rates and the balance 
of payments constraints are not applicable to explain sub-national competitiveness, since 
regional and local governments cannot compete with such policies (such as deflation). 
Consequently Budd and Hirmish note:
‘Increased eompetitiveness will be determined by loeational advantage, whieh depends on non- 
priee and non-trade faetors like the degree of institutional embeddedness, govemanee struetures 
and demonstration effeets that ean be assessed as part of the external economies that a plaee 
may derive’ (2004, p. 1022).
If the theoretical debate on national competitiveness is rooted in the concept of 
comparative advantage^ (which is given by the access to resources that others do not have) 
and its implications in terms of free trade and countries’ performance (productivity and 
growth), Camagni (2002) effectively argues that local areas compete on a basis of an 
‘absolute advantage principle’ and not a comparative advantage one. Territories at a local 
level can ‘go out of business’, meaning that they can suffer economic decline and 
depopulation, because their role in the international division of labour is not guaranteed.
 ^ As seen above, Krugman thinks that the concept of competitiveness at a national level is not acceptable 
because it derives from a misunderstanding of the Ricardo’s principle of comparative advantage. Following 
this principle all countries can benefit from international trade if they specialize in their comparative 
advantage.
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The competitive advantage of territories is created, unlike comparative advantage, by 
combining different resources and it is based on superior technological, social, 
infrastructural or institutional assets which are external to firms but beneficing them. 
Krugman (1996) recognizes that at a sub-national level the concept of territorial 
competitiveness can be useful, because sub national economies are more open to trade than 
national economies and factors of production enter and exit more easily from a region than 
from a country.
Thus, it is also acceptable to state that territories compete in order to be more attractive and 
to improve their overall performance, and that the policies undertaken at a sub-national 
level can be effective in enhancing the competitive advantage of territories. However, there 
are both studies proving that such strategies are efficient and studies proving that they are 
not: as recalled by Pike et al. (2006), it is acceptable that there are different types of 
territorial competition, some “inherently wasteful” and others with “positive sum effects”. 
It is interesting that the authors consider the strategies to attract consumption activities, 
such as competition for international events (Olympics, Capital of Culture, and so on), a 
positive example. The possibility to understand which type of competitive strategies are 
effective for destinations, and which are not, is certainly a key aspect also for tourism.
Referring to territorial competitiveness at a sub-national level, we still have to understand 
if an economic definition of it (basically the ability of regions and localities to perform 
better than others, also attracting key production factors) is sufficient since it is of growing 
concern whether competitiveness is an end in itself or a way to improve the standards of 
living of a territory. The consensus about the second option is increasing (see for example: 
Morgan, 2004; Pike et al., 2006), and this debate is addressed also in the tourism literature, 
as we will see in the following pages. The main implications of this extension are worth 
stressing: new dimension that comprise health, social and environmental concerns, and the 
quality of life should be added to economic measures, because in this perspective 
sustainability and competitiveness tend to converge. In other words: is competitiveness just 
a matter of performance or also of wellbeing? Besides the conceptual implications of this 
question, there are also consequences in terms of measurement, because the metrics should 
reflect what we mean by competitive outcomes.
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At this level it may be useful to consider the distinction between ‘revealed 
competitiveness’ and ‘target outcomes’ as explained by Gardiner et al. (2004): the former 
refers to the economic dimension of territorial performance, the latter to the expected 
outcomes of this performance, that go beyond being successful on the marketplace. If we 
accept this distinction, we may infer that this allows measuring the ‘revealed 
competitiveness’ just with economic indicators and the ‘target outcomes’ using dimensions 
such as the quality of life and so on.
3.3 How territories compete
So far we have discussed what territorial competitiveness is and its soundness at different 
spatial levels. We still have to understand how territories compete, or the factors driving 
competition. It is worth noting that a key aspect is here implied: whether the territory is 
just a ‘container’ of economic phenomena or an ‘active’ determinant of the development 
process. The latter implies that the territory is an additional economic resource of the 
productive process and an autonomous socio-economic entity. This is different from 
applying economic concepts to territories, such as in the new economic geography 
(Krugman, 1991), instead it is typical of regional economics (Capello, 2005) and it seems 
to be the most effective approach for tourism, because of the central and peculiar role of 
‘destinations’ in this sector (see chapter 2). To be more precise, the new economic 
geography focuses on the location choices of firms in space, principally explained through 
reduction of transportation costs and proximity to large-scale demand. This type of 
approach gives just few insights for tourism, because the location choices of tourism firms 
are quite trivial, in particular if small and family-run companies (which are the bulk of 
many tourist destinations) are considered: they basically depend on the presence of tourist 
attractions (inherited or created). On the other hand, regional economics also considers the 
influence of local institutions, socio-cultural characteristics, and territorial functions of a 
place in facilitating or constraining local development; all those aspects are considered as 
influential also in the tourism literature (see section 3.6).
3.3.1 The competitive diamond
The starting point to deal with factors driving territorial competitiveness is again Porter’s 
‘The Competitive Advantage of Nations’ (1990b) and his influential subsequnet studies on
- 39 -
the topic (1996; 1998; 2000; 2003) since Porter’s approach is also the main reference to 
explain how tourist destinations compete in the tourism literature.
Porter affirms that the competitiveness of territories (at all scales) is determined by the 
systemic relationship between different factors, namely:
■ factor conditions: the set of natural and man-made resources.
demand conditions: the nature of domestic demand that pushes innovation and 
improvements.
related and supporting industries: their presence and performance can give a 
competitive edge.
■ firm strategy, structure and rivalry: this stimulates improvements and determines 
how firms compete.
The relationships among the four competitive factors are synthesized in the famous 
“diamond of national advantage” (see Figure 3-1). As already seen, in Porter’s approach 
the essence of competitiveness is productivity and its growth is determined by innovation 
(both in terms of new technologies and new organizational solutions, new products and so 
on): it is the interaction of those factors, or attributes of a territory, that pushes companies 
to innovate. Also government policies and chance events are influential in explaining 
competitiveness, but they are uncontrollable variables within the diamond.
This approach leads to a multi-dimensional understanding of competitiveness and implies 
that different aspects must be included in its measurement, beyond GDP per head and 
employment rates, which are the most widely used indicators. For instance, the Global 
Competitiveness Report by the World Economic Forum (WEF, 2012) is based on this 
approach (see section 3.4.2 for details about this and other competitiveness reports). It also 
implies that governments have an active role in enhancing competitiveness. This does not 
mean that governments should be involved directly in companies’ processes of gaining 
competitive advantage; instead governments’ role is to create the adequate environment to 
challenge and favor this process.
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Figure 3-1 The diamond of national advantage: Determinants of eompetitiveness. Source: Porter 
(1990b, p.77)
3.3.2 The competitive factors that are extensively studied in the literature
Extending to other studies, Gardiner et al. (2004) well synthesize in their ‘pyramid model’ 
of local and regional competitiveness the sources of territorial competitiveness that are 
more frequently studied in the literature (see Figure 3-2), namely:
Economic structure
R&D, technology and innovation
Capital investment and infrastructure
Human capital and skills
Accessibility and connectivity
Social structure, culture and social capital
FBI
SME development
Government and governance institutions 
Environment 
Decision making centres
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Those aspects are derived by different bodies of knowledge related to territorial 
competitiveness, productivity, and regional growth that are all interconnected topics: neo­
classical growth theory, endogenous growth theory, export base theory, institutionalism 
and socio-economics, geographical economics, competitive advantage and clusters (for an 
exhaustive review see Pike et al., 2006).
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Figure 3-2 The ‘pyramid model’ of local and regional competitiveness. Source: Gardiner et al. 
(2004, p. 1048)
The neo-classical growth theory explains regional growth through three factors of 
production: growth of capital stock, growth of labour force and technical progress. The 
theory explains static rather than dynamic equilibrium within the economic system, and 
assumes constant returns to scale and perfect mobility of factors of production between 
regions. It is often referred as an ‘exogenous growth theory’ since technological change is
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treated independently of capital and labour. The ‘endogenous growth theory’, instead, still 
considers differences in productivity as due to differences in capital/labour ratios, but it 
focuses on the key role of knowledge and technology diffusion that are made endogenous 
at the economic growth model (meaning that the technical change is determined by the 
growth process). Knowledge, iimovation and learning are central ideas nowadays: the 
presence and quality of physical and technological infrastructures, R&D activities, 
universities and research poles, investments in highly innovative industries and services - 
also through the ability to attract FDI, - a highly skilled local labour market, local culture 
and knowledge transfer facilitators are all factors explaining regional and local 
competitiveness and growth. Trust and social capital networks also go in this direction, 
since they can underpin knowledge transfer, collective learning and the ability to rapidly 
adapt to changes. The institutionalism and socio-economic theory considers the 
institutional organizations (labour unions, city councils, and so on) and environment 
(informal and formal conventions, such as social routines and regulations) as central for 
economic growth and competitiveness of regions and localities: they can be either what 
promotes growth or what inhibits it. In this perspective, the focus is on correcting market 
failures that are common and that often require public intervention or collective actions.
Since most of the aspects synthesized in Figure 3-2 are often explained through spatial 
agglomeration, specialization and local cooperation, it is worth exploring this aspect. 
Clusters, alliances and networks are seen as what can determine or enhance those factors 
and making some territories more attractive and competitive than others (see for example 
Castells, 2000; Krugman, 1991; Porter, 1998; Smeral, 1998). This is not the only possible 
framework to understand economic and non-economic determinants of competitiveness, 
local development and growth. However, it seems to be relevant for the tourism sector, 
where the interaction of different subjects (both public and private) is key in providing and 
facilitating the tourist experience at the destination, and in supporting tourist firms’ 
operations. A tourist destination can be seen as a cluster (or district) of companies, 
organisations, and local authorities (see also chapter 2) and the analysis of its 
competitiveness may have insights from the theory of industrial clusters and districts (see 
for example Hjalager, 1999).
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3.3.3 The relevance of spatial concentration for competitiveness: Industrial 
clusters and districts
This section does not have the aim to be exhaustive on a topic that has been discussed 
extensively in the literature and that refers mainly to the manufacturing industry. Rather, 
the aim is to focus on issues that may be relevant also for the tourism field, considering 
that, as mentioned above, clusters and districts are often referred to in explaining territorial 
competitiveness at local level. Porter (1998, 2000, 2003), for instance, effectively 
underlines how global competition is shaped by factors that are inherently local (such as 
knowledge, relationships, motivations) and that industries that cluster in delimited 
geographic areas take advantage fi*om localization by creating competitive advantage.
Interestingly for tourism, largely dominated by Small-Medium Enterprises (SMEs), this 
aspect is recognized also by the literature on SMEs:
‘In the theory of comparative advantage what matters is relative productivity and determining 
different patterns of inter-industry specialization. However, competitive advantage is the 
relevant concept in the analysis of SME competitiveness because other factors are important, in 
addition to productivity. The reasons for this are several, including the existence of forms of 
imperfect competition in domestic and international markets where above average rents are 
often possible and niches of above average profitability often emerge’ (Pietrobelli & Rabellotti, 
2004, p. 7).
Porter’s concept of clusters, the Italian concept of industrial districts (Bagnasco, 1977; 
Becattini, 1979, 1990), the French idea of the milieu innovateur or ‘innovative 
environment’ (Aydalot, 1985; Quévit & van Doren, 1997) are inspired by the seminal work 
of Alfred Marshall (1920) who introduced the relevance of the localization and 
concentration of companies when he developed the well-known concept of ‘industrial 
atmosphere’. The key aspect is that firms spatially concentrated benefit from external 
economies that derive from specialization (i.e. of labour force, of knowledge, of 
technologies, and similar). These are internalized by the cluster/district and are difficult to 
be accessed by firms outside the territory (Giuliani, Rabellotti, & van Dijk, 2005).
To a certain extent theories on clusters and on districts share common characteristics even 
though differences can be detected in conceptualization. Porter defines clusters as 
‘geographic concentrations of interconnected companies and institutions in a particular
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[production] field’ (Porter, 1998, p. 78) In Beccattini’s definition (1979) emphasis is given 
also to the social and cultural environment of the area in which the district is located. 
However, the positive effects of localization are recognized in all these streams of study.
As mentioned, the geographic concentration introduces positive externalities driven by 
specialization. Various economic effects deriving from concentration have been 
extensively studied and, to mention some of the most relevant, range from higher income 
levels (Bremner, 2005; Krugman, 1991), increased attractiveness for direct foreign 
investments (Barrell & Pain, 1999), and increasing returns (Krugman, 1991).
The attention accorded to increasing returns to scale is maybe the main aspect of the ‘new 
economic geography’: typically, the competitive relevance of new technologies and 
innovation is explained by this economic concept. However, it is worth noting that in 
tourism this is questionable. The tourism literature has often underlined that this sector is 
characterized by constant returns to scale (Alavalapati & Adamowicz, 2000; Nowak, Sahli, 
& Sgro, 2004; Sigala, Airey, Jones, & Lockwood, 2004): the consequence is that the main 
aim of tourism companies is to reduce costs and that the determinants of tourism 
competitiveness may be different from some common determinants of industrial 
competitiveness (section 3.4 sets the specific nature of tourism).
In addition, the theories mentioned above underline other relevant features of clusters and 
districts that are, again, important also for tourism. The reference here is at two different 
aspects. The first aspect refers to active cooperation that pushes further the effects of 
proximity. Companies within concentrated geographic areas intentionally implement joint 
actions (Schmitz, 1998) or alliances in order to create vertical and horizontal linkages and 
respond to market pressures (Andersson, Schwaag-Serger, Sorvik, & Hansson, 2004; 
Mishan, 1971; Porter, 2000). The positive effects of cooperation have been proved also in 
the tourism sector and include reduction of costs, agglomeration economies, creation of 
links with other economic sectors, and suchlike (Antonioli, 1999; Hjalager, 1999).
The second aspect refers to the role of public institutions in providing key competitive 
conditions for firms (Humphrey & Schmitz, 2002; Schmitz, 1998). As Porter discusses, the 
role of public institutions is wide and relevant since they may provide ‘specialized training.
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education, information, research, and technical support’ (Porter, 1998, p. 78). It is 
straightforward how this applies also to territories whose specialization is tourism.
In synthesis, the literature on the topic highlights how the overall contribution of external 
economies, joint actions, and the interplay of private and public competencies determine 
the ‘collective efficiency of a cluster’ (Pietrobelli & Rabellotti, 2004, p. 4) and sustain the 
higher competitive advantage of some territories. As such, clusters are characterized not 
just by the spatial agglomeration of similar firms but also -  and mainly -  by all the 
informal and formal interconnections that occur locally and that lead to the economic 
advantages described above. With specific regard to tourism, this means that tourism 
clusters are something more than just tourism destinations where firms and institutions can 
operate in isolation (Novelli, Schmitz, & Spencer, 2006).
3.4 Measurements of competitiveness
Turning to the studies that try to measure competitiveness, they generally provide a 
ranking between geographical areas, where the scale varies from national to local (often 
urban) and they may differ in terms of conceptualization, methodologies and indicators 
used. It can be useful to distinguish between the attempts made in the literature and the 
competitiveness reports produced periodically by national and international organizations. 
At this level of analysis, the aim is mainly to review the typologies of variables and 
indicators used to measure competitiveness while the relevant methodological issues will 
be discussed in detail in chapter 6.
3.4.1 The literature
The difficulties above discussed in defining competitiveness and its main dimensions have 
obvious consequences on the identification of which variables should be used to measure 
territorial competitiveness. Moreover, empirical evidence is often threatened by the lack of 
data, in particular at a local level. This may explain why there is much more effort within 
the literature in conceptualising competitiveness rather than in measuring it. As a result, 
there is often a feeling that some territories, as well as tourist destinations, operate more 
efficiently than others, without being able to identify the variables that prove it (Begg,
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1999): the attempts to translate concepts into empirical evidence are then relevant to 
improve knowledge in this field.
Competitiveness is generally measured by GDP per capita and unemployment rates which 
are considered the two most meaningful indicators. At a national level, trade performance 
and real exchange rates are also often used. However, the most recent studies which 
attempt to measure territorial competitiveness underline the importance to distinguish 
between indicators o f sources o f competitiveness and indicators o f competitive outcomes 
(Aiginger, 2006; Deas & Giordano, 2001; Gardiner, 2003). This enables measurement of 
either the process of creating competitive advantage, or the success of this process, or both 
aspects, and eventually to attribute association and causation. Some efforts have been 
made to measure the main variables of competitiveness through a set of indicators 
reflecting this distinction (see Table 3-2).
Gardiner (2003; Gardiner et al., 2004) considers GDP per capita as the outcome of regional 
and local competitiveness; this is measured through different components, namely: 
productivity (ratio GDP/total hours worked); work/leisure (ratio total hours 
worked/employment); employment rate (employment/working age population); 
dependency rate (working age population/population). Productivity is further decomposed 
into sectors using the Gross Value Added (GYA). In terms of inputs the author 
concentrates just on knowledge and innovation measures, such as R&D investments and 
students enrolled in higher education, even though he recognizes that other factors can be 
relevant to explain regional competitiveness, such as investments and spillovers.
Similar to Gardiner, Huggins (2003) considers productivity (in terms of GDP per capita), 
unemployment rates, and earnings as outputs; on the other hand, business density, 
knowledge based businesses, and economic participation are the competitiveness inputs. 
Both those approaches are concerned just with economic measures -  thus excluding socio­
cultural and institutional concerns (the so called ‘target outcomes’ in the previous section) 
-  and on a restricted set of indicators, since they want to rely just on available, quantitative 
data. Finally, also Deas and Giordano (2001) distinguish between factors of 
competitiveness (assets) and their outcomes. The former are measured through indexes 
relating to four different typologies of competitive assets: the economic environment; the
policy or institutional environment; the physical environment, and the social environment.
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The outcomes are not measured through the classical GDP and employment rates, rather 
using firm-based indicators and area-based indicators. In terms of inputs, the metrics 
adopted by Deas and Giordano are closer to the conceptual models of competitiveness that 
underline the role of the territory as a facilitator of firms’ performance, thus including 
social and institutional factors. However, the outcome indexes seem weak, since their 
relevance for territorial performance - and particularly long-term prosperity - is uncertain. 
Again, the approach is just quantitative and on available data, thus excluding qualitative 
dimensions of competitiveness.
Table 3-2 Classification of regional and local competitiveness indices used in the literature
Authors Sources of competitiveness (assets) Revealed Competitiveness (outputs)
Gardiner (1) Patents per Capita (1) GDP per capita
(2003); (2) R&D Intensity - productivity (GDP/total hours worked;
Gardiner et (3) Tertiary students per capita GVA/employment)
al. (2004) (4) Hi-tech employment - work/leisure (total hours worked/employment)
(5) Investment- Output Ratio - employment rate (employment/working age
(6) Population Density population)
- dependency rate (working age 
population/population)
Huggins (1) Business density (firms/capita) (1) GDP per capita
(2003) (2) Knowledge based businesses (% of all businesses) (2) Unemployment rates
(3) Economic participation (activity rates) (3) Earnings (full time wages)
Deas and (1) Economic environment (1) Firm-based outcomes
Giordano - % of pupils with 5 or more A* - C GCSEs - net small firm formation
(2001) -% of all 16 ± 19 year olds in full-time education - numbers of corporate headquarters
-% of all of working age receiving job-related training (2) Area Based outcomes
- % of all employment in management and professional 
occupations vs. in craft occup.
- Average RAE^ scores in key sectors
(2) Policy or institutional Environment
- EU and SRBCF® grant funding per capita
(3) Physical environment
- Road network density
(4) Social environment
- %eleetoral turnout
- average house prices/ average gross yearly full time 
wages
- property rental levels
 ^The RAE is used in UK to provide quality ratings for research across all disciplines.
 ^ SRBC Single Regeneration Budget Challenge Fund: it provides support to local partnerships for schemes 
which promote the wider regeneration of their chosen area. It is a UK fbnd.
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3.4.2 Competitiveness reports
International and national organizations periodically publish reports that rank territories in 
terms of competitiveness. They generally refer to countries; however there are also some 
examples at regional and local level.
Two reports are the main reference for their width in terms of number of countries ranked, 
comparable years, and variables used: the Global Competitiveness Report by the World 
Economic Forum, and the World Competitiveness Yearbook by the International Institute 
for Management Development (see Tables 3-3 and 3-4 for a synthetic overview).
Table 3-3 The ‘Global Competitiveness Report’ Indexes
Aggregate Index Sub-indexes Pillars
Growth Competitiveness Index 
(GCI)
(1) the macroeconomic 
environment index
(la) Macroeconomic stability 
(lb) Country credit rating 
(Ic) Government spending waste
(2) the public institutions index (2a) Legal environment 
(2b) Corruption
(3) the technology index (3 a) Innovation 
(3b) ICT
(3 c) Technological Transfer
Business Competitiveness Index 
(BCI)
(1) the sophistication of company 
operations and strategies
(2) the quality of the national 
mieroeeonomie business 
enviromnent
(2a) quality of the inputs
(2b) quality of demand
(2c) related and supporting
industries
(2d) firm stmeture and rivalry*®
Source: (WEF, 2012)
Two synthetic indexes are the core of the Global Competitiveness Report, that ranks more 
than 100 countries: the Growth Competitiveness Index (GCI) and the Business 
Competitiveness Index (BCI). The former assesses the growth perspectives of a country in 
5-8 years time evaluating macro, institutional and technological factors. It is based on three
10 2a, 2b, 2c and 2d are the elements of the competitive advantage diamond.
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sub-indexes: (1) the macroeconomic environment index; (2) the public institutions index; 
(3) the technology index, which has different weights for developed and developing 
countries. On the other hand, the BCI, developed by Michael Porter, is maybe the most 
influential competitiveness indicator. The competitiveness index is correlated to GDP per 
capita, giving support to the notion that the microeconomic factors matter to prosperity 
(Aiginger, 2006). It is an aggregate index of company-specific factors driving current 
competitiveness at a micro-level and it is based on two sub-indexes: (1) the sophistication 
of company operations and strategies and (2) the quality of the national microeconomic 
business environment. Both the GCI and the BCI are developed through quantitative and 
qualitative data (by an executive survey), and are based on different levels of sub-indexes 
and ‘pillars’, which are often composite themselves (see Table 3-3).
Table 3-4 The 'World Competitiveness Yearbook' Indexes
Competitive Factors Indexes
(1) Economic performance (la) Domestic economy
(lb) Prices
(Ic) Employment
(Id) International investment
(le) International trade
(2) Business efficiency (2a) Productivity 
(2b) Finance
(2d) Management practices 
(2e) Labour market 
(2f) Attitudes and values
(3) Infi-astmcture (3a) Base infrastructure 
(3 b) Technological infrastructure 
(3c) Scientific infrastructure 
(3d) Health and environment
(4) Government efficiency (4a) Institutional framework 
(4b) Public finance 
(4c) Fiscal policy 
(4d) Business legislation 
(4e) Societal framework
Source: (IMD, 2012)
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Similar to the Global Competitiveness Report, also the World Competitiveness Yearbook 
by the IMD analyses 55 countries using both quantitative and qualitative data. Indicators 
relate to four criteria: economic performance, government efficiency, business efficiency, 
infrastructure. The indicators used by the IMD are synthesized in Table 3-4, even though 
there are concerns about the academic foundations of this report and the validity of some 
indicators (see for example Lall, 2001).
Besides these two global reports, the European Commission has developed a European 
Competitiveness Monitor (CEC, 2003) that refers just to member countries of the European 
Union, therefore with similar levels of development, technological level, productive 
specialization, and incomes. This monitor attempts to study the relationship between 
productivity and standards of living in the EU compared to the USA (with a focus on 
innovation) and the expected impacts of the new entrant countries; it provides also the 
same data at NUTS2 level. Another important international organization that studies 
competitiveness is the Organization for Economic Co-operation and Development (see for 
instance OECD, 1996a; 1996b, 2001, 2002, 2007) but mainly just monitoring one factor 
each time, instead of modelling the different drivers that can lead to territorial competition 
and provide a synthetic index. OECD studies mainly concentrate on innovation, 
entrepreneurship, policy practices.
Monitors on competitiveness are also produced at a regional and local level: they mainly 
refer either to regions or to cities. Examples, among a few quite similar in the approach, 
are the reports by the UK Department of Trade and Industry (DTI) and by the European 
Institute for Urban Affairs (EIUA): the former just relates to English regions and localities, 
while the latter studies and compares European urban areas. To be more precise, the DTI 
produces a report about UK regional and local competitiveness using available statistical 
data (DTI, 2001). Different competitive variables are considered and a composite index is 
not elaborated. The DTI uses quite typical indexes, such as GDP per capita, GVA per 
employee, companies’ turnover, average earnings, employment level, education and 
training, land and infrastructure. There is no account of strategic choices, or institutional 
and socio-cultural determinants, and inputs and outcomes are not distinguished. Turning to 
the European Institute for Urban Affairs, it monitors the competitiveness of 50 European 
cities through quantitative data and surveys, plus a fieldwork in some selected cities
-51 -
(EIUA, 2005). The cities are ranked for all the following indicators: GDP per capita, EU 
innovation scoreboard^ \  percentage of population with higher skill levels, demographic 
change, unemployment, dependency levels, total number of airport passengers, total 
number of internet connections and private sector assessment (qualified staff, easy access 
to markets and external transport links). Similar to the DTI report, it is not given any 
distinction in terms of factors driving competitiveness and outputs. Also, it ranks cities on 
the base of different variables, without producing a composite index and without studying 
the correlation among indices.
3.5 The specific nature of tourism
As an economic activity, tourism shares common characteristics with all the other sectors 
of the economy. Most of the studies reviewed so far, refer mainly to the dynamics typical 
of manufacturing industry and also the data used for the empirical studies refer in large 
part to the manufacturing sector. When we shift to services, such as tourism, we have to 
consider some basic and well-known differences: compared to manufacturing goods, 
services are not tangible, not storable, and not transportable. The main characteristic of 
services is their inter-activity, because they always imply a relationship between supplier 
and customer. They are defined by some specific economic aspects, such as product 
differentiation, reputation, externalities and asymmetric information. Pricing rules seem to 
be also different:
‘Markets are very segmented so even prices depend more on market structures and determinants 
than purely on cost factors. [...]. In the same way, the role of uncertainty and quality of services 
justify certain specific service regulations addressed to protect consumer interests, guarantee fair 
competition play, control externalities, aim at quality standards, etc. In conclusion, the personal 
nature of services as well as the service market organisation and regulations allow us to 
hypothesise a limited market share sensitiveness to prices and costs factors’ (Rubaleaba & 
Gago, 2001, p. 40).
Moreover, services are generally not well reflected by international statistics so that it is 
difficult to understand their dynamics in empirical terms.
** The European Union studies the performance of European Countries, USA and Japan in terms of 
innovation using a high number of indexes that are synthesized in the ‘summaiy innovation index’. There is 
also a ‘regional summary innovation index’ that refers to regions, but is based on a lower number of 
indicators.
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In addition tourism has its own specific characteristics that lead to a need for conceptual 
and theoretical frameworks to understand and explain them:
■ in terms of consumption: tourists’ consumption is a composition of goods, services, 
and public goods (such as natural and cultural resources). This implies that it is more 
pertinent to consider the tourist product as an amalgam of different tourist services 
and resources, providing an integrated experience (see for example Buhalis, 2000), 
rather than as a single consumption unit (the restaurant meal, the visit of a museum, 
the hotel room, and so on). Yet, this poses major difficulties in terms of 
measurement, that the UN WTO is trying to assess through the project on the 
Tourism Satellite Account methodology (UNWTO, 2002);
■ in terms of international trade: in contrast to commodity exports, tourists must visit 
the exporting country to purchase and consume tourist goods and services. As a 
result, goods that are normally non-tradable, become partially tradable in presence of 
tourists. An increase in external demand generally has just an indirect effect on non­
tradables, but an increase in international tourists has a direct effect on some of them 
(Copeland, 1991);
■ in terms of prices: because of the composite nature of tourist consumption, tourists 
assess the cost of the whole vacation rather than the price of just a single good or 
service. Plus, tourists consume also unpriced resources, such as natural attractions. 
Compared to other services, tourism seems to be strongly dependent on prices and 
exchange rates (Dwyer et al., 2000; Rubaleaba & Gago, 2001), in particular when the 
income levels of tourists at a destination are average or low;
■ in terms of operation: tourist firms generally operate on a seasonal basis, and this 
implies an extensive and concentrated use of tourism units. Moreover, fixed costs are 
high and firms have generally a micro or small dimension. All those aspects are 
incentives for local concentration and the importance of exploiting positive 
externalities and realize joint actions, also sharing the costs related to the use of a 
same resource (typically marketing, information, booking and so on) (see for 
example Bresso & Zeppetella, 1995);
■ in terms of productivity: as already seen, tourist firms have constant returns to scale, 
moreover tourist firms show productivity disadvantages compared to all the other
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sectors of the economy, due to below average investments in capital, low quality of 
the human resources, and shortcomings in innovation (Smeral, 2007);
in terms of localization: localization choices tend to be trivial, as already seen. On 
the other hand, tourism has high risks of diseconomies due to an excess of 
concentration, such as congestion, shortage/rigidity of employment, depletion of key 
attractors (natural and cultural resources), and so on. However, diseconomies do not 
lead to re-location or service decentralization but mainly to increasing costs and 
eventually to decreasing returns (see for example Bresso & Zeppetella, 1995);
■ in terms of innovation and knowledge: tourism is not a knowledge and innovation 
intensive activity. All the studies seen above, underline that those two aspects are 
relevant for competitiveness. In the last years, the tourism literature is exploring how 
and if they can have effects in terms of tourism productivity (Hjalager, 2002; Keller 
& Bieger, 2007; Sigala et al., 2004).
All the aspects listed above further confirm the central role of the tourist destination and of 
its proper governance and management already discussed in chapter 2. First, the territory 
and its peculiar socio-cultural and natural identity is often the main tourist attractor: 
resources generate economic rents and can be an important source of income for many 
activities, however they can suffer depletion in the absence of appropriate policies and 
management tools. Second, the tourist consumption implies the movement of tourists to 
and within tourist destinations, making accessibility and infrastructure crucial. Third, the 
composite nature of the tourist product claims for cooperation within the destination 
among firms and public authorities; this is also relevant in order to share costs and to 
overcome structural difficulties of tourism firms, such as seasonality, human resources and 
innovation constraints. Finally, given the importance of prices and costs, it is relevant 
especially for tourist destinations in advanced economies to concentrate on competitive 
advantage factors, since they cannot compete with destinations in developing countries just 
on a price base. In few words, tourist destinations risk losing prosperity in the long term if 
they do not build on competitive advantage factors.
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3.6 Definitions and theoretical models of tourism competitiveness
The theoretical basis and empirical research on tourism competitiveness are derived from 
multiple bodies of knowledge. The tourism literature offers a variety of approaches that 
have dealt with some aspects that are considered relevant for the success of a tourism 
destination, but often without developing a comprehensive conceptual framework of 
tourism competitiveness. An overview of specific aspects of competitiveness follows in 
order to show the different approaches that can be found in the literature on the topic, and 
it will be further discussed in chapter 6 to theoretically justify the determinants of local 
competitiveness that are the object of study for this research. In addition the few studies 
that attempt to produce a comprehensive model of destination competitiveness are 
analysed in section 3.6.2.
3.6.1 A variety of approaches
In tourism literature, some scholars have studied the competitiveness of territories using 
strategic planning and management concepts (Go & Govers, 2000), also applying Porter’s 
studies with limited attention to more tourism specific elements (Go et al., 1994), while 
other works, more concerned with the demand or market outcomes of competitiveness, 
have built knowledge in the field by adopting marketing concepts (Buhalis, 2000; Uysal et 
al., 2000); in particular the role of the destination image has a very long tradition: for 
example. Pike (2002) reviewed 143 articles on this topic from 1973 to 2000.
Price has been seen as a key determinant of competitiveness in a number of studies (Dwyer 
et al., 2000; Keane, 1997; Mangion, Durbarray, & Sinclair, 2005; Papatheodorou, 2002; 
Song, Witt, & Li, 2003): the tourist demand is price sensitive, determining the importance 
of price factors in international competition. In particular Dwyer et al. (2000) have 
compared 19 countries around the world in terms of real/actual price competitiveness, 
starting from the fact that prices at destination and international tourist flows are in inverse 
relation. Their study provides a methodology to assess price competitiveness indices that 
allow comparison of price competitiveness of tourism products across countries, 
considering the real price in a given moment instead of trends derived from nominal or real 
exchange rates. They developed three types of indices: the ground component; the travel 
component; and their combination. Destination and origin markets are then compared for
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those three indices to establish the level of competitiveness of different countries for 
different international tourists^^. However, this does not mean that destinations can 
compete just by lowering prices, since they can rely also on reputation and quality factors 
that allow obtaining premium prices (Keane, 1997; Mangion et ah, 2005; Papatheodorou, 
2002). Quality is identified as a competitive factor because of its positive impact on 
customer satisfaction (Go & Govers, 2000) and productivity (Hu & Cai, 2004; Wang, 
Shang, & Hung, 2006), and both aspects are clearly relevant for competitiveness.
Some factors extensively used in the general literature on competitiveness are regarded as 
relevant also for tourism territories because of their impact on occupancy rates, 
productivity, and innovation: mainly the disposal of skilled human resources (Airey, 1999; 
Blake & Campos Soria, 2006; Cracolici, Nijkamp, & Rietveld, 2008); the characteristics of 
the tourism industry, such as average size and dimension (Keller & Bieger, 2007; Molina- 
Azorin, Pereira-Moliner, & Claver-Cortes, 2010; Sundbo, Orfila-Sintes, & Sorensen, 
2007), and cooperation and territorial alliances (Antonioli, 1999; Dwyer & Forsyth, 2003; 
Huybers & Bennett, 2000; Smeral, 1998).
An increasing interest has also been given to ethical and ecological issues and their 
relationship with competitiveness (Hassan, 2000; Mihalic, 2000), also in terms of positive 
externalities for the destination (Calveras & Vera-Hemanadez, 2005). These studies are 
mainly marketing and management oriented, their focus is on the role of the environment 
to market successfully a tourist destination and on the environmental management tools 
that can be adopted to assess impacts and enhance environmental quality.
3.6.2 The conceptual models of tourism destination competitiveness
Very little literature has produced comprehensive conceptual models of tourism 
competitiveness (Crouch & Ritchie, 1999; Dwyer & Kim, 2003; Ritchie & Crouch, 2003). 
Crouch and Ritchie are the authors who have studied the topic more extensively, arriving 
at the proposal of a conceptual framework including a wide range of factors driving 
competitiveness (see Figure 3-3). The starting point of the authors is that ‘competitiveness 
without sustainability is illusory’, meaning that the short term and long term perspectives
'^The methodology applies to the national scale in terms of international competitiveness (international 
market share); its applicability to regional and local scales is not obvious.
- 56 -
need to be integrated and that the final end of tourism competitiveness is related to the 
wellbeing and standards of living of residents. From the short term perspective, the authors 
state that destination competitiveness should be linked to the destination performance, 
however, this is meant as matching the destination’s goals, both in terms of market 
segments and of other long-term goals that are specific for any destination and not given in 
general. The main limit of this definition of performance seems to be that the 
competitiveness outcomes of a tourism destination are self-referential: a destination is 
competitive if it meets its strategic goals, without any objective reference if the goals 
chosen are really leading to productivity, economic growth or effective improvements of 
the general wellbeing. Moreover, many destinations do not spell out their strategies, and 
there is not a real agreement on the goals that should be pursued: all those destinations are 
then uncompetitive or less competitive? This has not been proved.
With regard to the conceptual model, this is broad in scope, since it aims to collect all the 
aspects that can be sources of competitiveness, regardless of the territorial scale of the 
destination and its development level. The model is based on Porter’s theory of 
competitive advantage, but also considers the comparative advantage of a destination, 
since the resource endowment is considered key in tourism. Thus, the factors outlined in 
the conceptual model pertain both to the resources that a tourist destination has at its 
disposal (natural and created resources; human and capital; infi-astructure and 
superstructure), and to the modes of deployment of this resources. The factors that drive 
destination competitiveness are classified in five groups (see Figure 3-3):
Supporting factors and resources: they support the possibility to have tourists at a 
destination;
Core resources and attractors: the key attractors of a destination which are the main 
motivation to visit it;
Destination management: the activities that implement the strategic framework of a 
destination, and enhance the quality of the supporting and core resources;
■ Destination policy, planning and development: it relates to the ability of a destination 
to have clear strategic goals and to implement them;
■ Qualifying and amplifying determinants: those factors can amplify or condition the 
competitiveness of a destination.
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Finally, since competition does not occur in a vacuum, the macro and micro environment 
are recalled in the model. The macro-environment consists of phenomena that affect the 
human activities and are not specific of tourism - such as global technological and 
environmental changes -, while the micro-environment is part of the tourism system and, 
following Porter’s approach, it is determined by suppliers, customers, intermediaries, and 
competitors. The advantage of the model is to be broad and inclusive of many factors that 
in the literature are considered relevant for tourism competitiveness. Also, a possible set of 
variables -  divided in subjective consumer and objective industry measures -  are provided 
(see appendix A, Table A 1): it is just a rough starting point, since there is no 
methodological indication on how the variables can be collected and measured (using 
which data, if through qualitative or quantitative approach, if different weights should be 
given, and so on). Even though the model has its roots in the strategy and tourism 
literature, it derives mainly from interviews with researchers and practitioners, while there 
is no empirical evidence for its validity based on tests of those factors. Another limit 
pertains to the relationship among all the factors of the model that is not explicit.
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Figure 3-3 Destination competitiveness and sustainability. Source: Ritchie and Crouch (2003, 
p.63).
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Dwyer and Kim (2003) have built on the Ritchie and Crouch model to improve it and 
define a set of variables. They provide the following definition of tourism competitiveness: 
‘Tourism competitiveness is a general concept that encompasses price differentials coupled with 
exchange rate movements, productivity levels of various components of the tourism industry 
and qualitative factors affecting the attractiveness or otherwise of a destination’ (Dwyer et al., 
2000, p. 9).
As seen in the general literature review, the economic definition of competitiveness is 
more and more coupled with the ‘target outcomes’ expected from improving territorial 
competition; the two authors go in the same direction, and suggest that ‘in the long term 
the economic well-being of residents is of central concern to the notion of destination 
competitiveness’ (p. 375).
Dwyer and Kim make it explicit that their integrated model of tourism competitiveness 
simplifies the Ritchie and Crouch model. In terms of sources of competitiveness there are 
no major differences between the two models, apart fi'om the explicit recognition by 
Dwyer and Kim of the importance of the demand conditions as a determinant of 
competitiveness (see Figure 3-4). While many general studies on competitiveness 
concentrate just on supply-side factors, tourism destinations are characterized by the 
market segments they serve. They may be competitive for certain markets and not for 
others, and also the price sensitivity changes from one segment to another, giving more or 
less importance to price factors. Plus, as noted by Porter, the domestic demand pushes 
improvements and it generally is the bulk for tourism destinations. The demand conditions 
are therefore included in the framework through demand-awareness, perception and 
preferences.
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Figure 3-4 The integrated model of destination competitiveness. Source: Dwyer and Kim 
(2003).
The model is so similar to the Ritchie and Crouch one, that it shares also advantages and 
limits. A list of possible variables is given also by Dwyer and Kim (see Appendix A, Table 
A 1), again without methodological indications, however with a distinction between inputs 
and outputs of competitiveness.
3.7 Measurements of tourism competitiveness
Turning to the measurement of tourism destination competitiveness, few scholars and 
organizations have explored this issue. As for the general literature on competitiveness that 
was reviewed in the first part of the chapter, we may distinguish the advancements of 
academia and the reports produced by established organizations and institutions.
3.7.1 The literature
In the first tourism studies concerned with a measure of destination competitiveness, 
tourists are asked to state their preferences for destinations on the basis of different 
dimensions of the tourism product (Kozak, 2002; Kozak & Rimmington, 1999). This 
approach is useful in order to understand better tourist evaluations of specific components 
of the tourism product, however it examines just one side of competitiveness (the 
subjective perception of tourists) and it may be difficult to generalize the methodology to 
other destinations than the ones examined. In addition these studies are not relevant for the 
purposes of this thesis which is more concerned with objective measures. A study based on 
interviews with tourism companies, which aims to evaluate the competitiveness of the
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destinations where they operate, has similar limits (Enright & Newton, 2004; Enright & 
Newton, 2005; Hudson, Ritchie, & Timur, 2004). This approach has been applied to Asian 
destinations (mainly Hong Kong), in order to test the determinants of competitiveness 
identified by Crouch and Ritchie. It follows a methodology that recalls the executive 
survey of the WEF Global Competitiveness Report, but it significantly differs from the 
WEF approach, since it does not combine the information derived from the questionnaire 
with hard data and, mainly, there is not an attempt to correlate the factors obtained and 
distinguish competitive inputs and outputs. From this perspective, this study does not 
provide any empirical evidence of the objective validity of the Crouch and Ritchie model. 
It just provides an evaluation of the factors included in the model made by local 
practitioners through an IPA (importance performance analysis).
3.7.2 Tourism competitiveness reports
Turning to tourism competitiveness reports published by international organizations, the 
World Travel and Tourism Council (WTTC) and the WEF reports provide a set of 
variables and indicators to rank different countries. A competitive monitor based on a set 
of indicators (reporting eight dimensions, as reported in Table 3-5: price, openness, human 
resources, technology, human tourism, infrastructure, social development, environment) 
was developed by the WTTC (2004).
This report is broad, since the monitor includes about 200 destinations, and it also assesses 
a methodology to choose the variables and to combine them into a single index. However 
this study applies at a national level and it uses only secondary data published by various 
international organizations; moreover the WTTC does not release this monitor anymore, 
while it is now cooperating on the topic with the WEF (see below). The monitor just 
evaluates factors that are considered drivers of competitiveness (the eight dimensions are 
derived from the literature), however there is no evidence that those factors really 
determine differentials of tourism competitiveness among countries, since the monitor does 
not provide any parameter to measure their outcomes.
The World Economic Forum published in 2007 for the first time a report about tourism 
competitiveness. The Travel & Tourism Competitiveness Report (WEF, 2011) that — as the 
Global Competitiveness Report - compares countries (124 economies are ranked). The
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WEF has recognized that tourism is one of the most important and fastest growing 
economic activities, and also its role in promoting development, environmental 
sustainability, and government intervention to make infrastructure and regulation 
improvements. But it also recognizes that the competition among destinations is growing. 
All those factors made it relevant to develop a specific index for this sector.
The methodology is similar to the Global report (quantitative data and an executive survey), and 
it leads to a composite Travel & Tourism Competitiveness Index (TTCI). This index is based on 
three sub-indexes: (1) the T&T regulatory index; (2) the T&T business environment and 
infrastructure index (3) the T&T human, cultural and natural resources index. The sub-indexes 
aggregate 13 pillars (see
Table 3-6), made up of 58 variables. The output of competitiveness is evaluated in terms of 
GDP and employment generated by the travel and tourism economy and also in terms of 
international tourist arrivals and receipts. The theoretical model sustaining the choice of 
the variables, however, is not explicit and there is not an attempt to measure the 
relationship between the competitiveness indexes and the output of competitiveness.
Table 3-5 Indexes of the WTTC Tourism Competitiveness Monitor
Aggregate Index Sub-indexes Variables
Tourism Competitiveness Index (1) Human Tourism indicator
(2) Price indicator
(la) Tourism participation indicator 
(lb) Tourism impact indicator 
(2a) Hotel price 
(2b) Purchasing Power Parity
(3) Infrastructure indicator (3 a) Road index
(3b) Sanitation facilities
(3 c) Improved drinking water
(4) Environment indicator (4a) Population density 
(4b) C02 emissions 
(4c) Ratification of treaties
(5) Technology indicator (5a) Internet hosts 
(5b) Telephone mainlines 
(5c) Mobile phones 
(5d) High tech exports
(6) Human resource indicator (6a) Education Index
(7) Openness indicator (7a) Visa
(7b) Tourism openness
(7c) Trade openness
(7d) Taxes on international trade
(8) Social indicator (8a) Human development index 
(8b) Newspapers 
(8c) Personal Computers 
(8d) TV sets
Source: WTTC (2004)
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Table 3-6 Indexes of the WEF Travel & Tourism Competitiveness Report
Aggregate Index Sub-indexes Pillars
Travel & Tourism 
Competitiveness Index
(1) the T&T regulatory index (la) Policy rules and regulations 
(lb) Environmental regulation 
(Ic) Safety and security 
(Id) Health and hygiene 
(le) Prioritization of T&T strategies
(2) the T&T business environment and 
infrastructure index
(2a) Air transport infrastructure
(2b) Ground transport infrastructure
(2c) Tourism infrastructure
(2d) ICT infrastructure
(2e) Price competitiveness in T&T industry
(3) the T&T human, cultural and 
natural resources index
(3a) Human resources education and 
training
(3b) Availability of qualified labour 
(3 c) Workforce wellness 
(3b) National tourism perception 
(3 c) Natural and cultural resources
Source: WEF (2007)
It is worth noting how the indexes (1) and (2) are considered the most influential, meaning 
the most correlated with the TTCI; they are also strongly correlated with each other. This 
opens to the debate whether tourism destinations compete more on a comparative 
advantage basis (resource endowment) or on a competitive advantage one (advantage 
created on the resource endowment). The WEF report seems to support the second 
hypothesis.
To close this overview, it is important to highlight the fact that these indicators are only 
partially appropriate to measure sub-national, local patterns of competitiveness. This for 
two reasons: first, many variables used by these reports have just a country level relevance. 
Variables such as purchasing power parity, ratification of treaties. Visa requirements, taxes 
on international trade, policy rules such as bilateral agreements and property rights, 
national tourism perception do not apply at local level. Second, other variables are 
appropriate for developing countries but not so relevant for advanced economies. 
Examples are improved drinking water, human development index, workforce wellness 
(that means in these reports HIV and malaria penetration and life expectation).
In addition to these two aspects, it is also worth noting that some other indicators are quite 
general, claiming for more specific tourism measures. For instance, the variable ‘human
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resources and training’ is measured mainly by general primary and secondary education 
enrolment. Again, for the cultural resources the number of UNESCO sites is used. This is 
for sure an element of national image but at local level this does not provide enough 
information to compare a large number of destinations since most of the territories do not 
have UNESCO sites.
All these considerations lead to the need to define more appropriate measures for local 
tourism destinations. As seen in the previous section, a list of possible variables is provided 
in the tourism literature (see appendix A, Table A 1) and may inform this passage, 
however the list is more intended for a destination audit and comprises various 
perspectives (objective and subjective) and typologies of variables (quantitative and 
qualitative). In addition the list is not intended for a specific territorial level so, again, it 
comprises measures that apply just at national level (similar to the examples above) and 
others also at sub-national level.
3.7.3 The analyses conducted on the tourism competitiveness reports
To conclude, some authors have tested the consistency and the explanatory power of the 
two reports produced by the WTTC and the WEF. These studies are keystones for this 
thesis since they recognize the importance of having objective measures of 
competitiveness, to confirm their relevance for measuring the concept, and to link them to 
the overall performance of a destination. However they use the indicators discussed in the 
previous section that, as commented, are focused on the country level and account also for 
factors that are relevant for developing countries. As such they seem not to be appropriate 
for the study of the local level. In addition, the use of secondary cross-country datasets risk 
pitfalls due to heterogeneity among the statistics and differences in methodology through 
the countries that ‘may affect not only the level but also the trend of variables’ (Atkinson 
& Brandolini, 2001, p. 796). Moreover, in the literature it is questioned whether the fact of 
including in the analysis both developed and underdeveloped countries is legitimate, in 
particular from a development economics perspective (Lall, 2001).
Gooroochum and Sugiyarto (2005) conduct a confirmatory factor analysis on the indices 
and dataset of the WTTC monitor. The starting point is the recognition of the difficulty to 
measure a complex and multidimensional concept like competitiveness and, at the same
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time, the recognition of the relevance to build indicators that can support both knowledge 
and policy action. For this purpose, a confirmatory factor analysis is performed on the 
eight sub-indexes that compose the overall index of tourism competitiveness in order to 
verify their level of significance and assign them weights within the measurement scale 
(see Table 3-5). While the methods used in this paper will be thoroughly discussed in 
chapter 6, it is worth noting how the authors underline a relevant issue for the measurement 
of a construct, that is the need to verify the reliability and validity of the measurement 
items.
Based on the same WTTC cross-country dataset Mazanec, Wober, and Zins (2007) have 
further explored the concept connecting the determinants of tourism destination 
competitiveness to the outcomes. As seen above, this is consistent with the most recent 
advancements in regional studies. The determinants used by the authors are basically the 
same as those of the WTTC. However some changes have been introduced: the most 
relevant is the removal of the ‘human tourism indicator’ labelled as ‘tautological’ by the 
authors. This because assuming a cause-effect approach (determinants-outcomes) the 
indicator expresses an outcome of tourism competitiveness or -  in other words -  the fact 
that competitiveness should lead to growing prosperity. Also the HiTech, human 
development and environmental indexes were slightly changed to make them less 
redundant and more significant. A new index, ‘heritage and culture’ was added. With 
regard to the outcomes of competitiveness, the following three were assumed: growth of 
tourism arrivals, ordinary market share, and distance-weighted market shares that account 
for destinations with an isolated geographical location. With regard to the analysis, which 
technical details will be discussed further in this study (see chapter 6), the introduction of a 
more sophisticated approach to competitiveness, and in particular the idea of testing the 
connection inputs-outputs, show clearly that the results are not so obvious and 
straightforward. In contrast with theory, ‘tourism price competitiveness’, ‘tourism related 
infi-astructure’, ‘environmental preservation’, and ‘openness’ were not confirmed as factors 
contributing to overall destination competitiveness. From the eight dimensions of the 
WTTC framework only the ‘human resources index’ and the ‘social index’ are 
significantly related to the performance of destinations, together with the ‘heritage and 
culture index’. In addition human resources (which measures education) is inversely 
related, thus countries with poor education have a competitive advantage. As indicated by
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the authors, the results are conditioned by various aspects, mainly having included 
developed and developing countries within the same framework and quality and 
completeness of data. Moreover, the technical tool of analysis employed in this study - that 
is the Structural Equation Modelling (SEM) - will be discussed in the methods section of 
this thesis since it presents some pitfalls, even though it has the advantage to capture the 
complexity of the concept. For all these aspects, the results of the analysis are not entirely 
conclusive and suggest that both the methodological aspects and the link with theory need 
to be further explored.
In a very recent study, Mazanec and Ring (2011) return to the various issues explored in the 
previous study again on a cross-country dataset: the WEF travel and tourism competitiveness 
index, that -  we remind- is somehow the successor of the WTTC report but proposes a different 
set of indicators (see
Table 3-6). The approach is similar to the previous study (Mazanec et al., 2007) and the 
strong assumption is again the inputs-output relationship, where the outputs in this study 
are reformulated as: arrivals per capita, time difference in arrivals per eapita, tourist 
receipts per capita. This because in its last releases, the WEF report itself relates the overall 
competitiveness index to tourist arrivals and receipts. Besides the specific results of the 
analysis (i.e. an evaluation of the indicators used by the WEF), the study -  using the words 
of the authors - encourages to ‘develop further the theory regarding determinants of 
destination competitiveness’ (p. 742).
3.8 Conclusion: An ongoing debate
“High prosperity is possible in a resource-rich country even when it lacks competitiveness, but 
it is ultimately limited and not sustainable once the resources are depleted” (Aiginger, 2006, p. 
64)
This observation seems to be extremely relevant also for tourist destinations: while 
inherited resources are paramount in order to attract visitors, their role in terms of long­
term prosperity may be questionable. Destinations relying too heavily on their resources 
may not be able to upgrade true underlying competitiveness and long-term prosperity. 
Even so, the tourism literature has often concentrated just on the factors attracting tourists 
to a specific destination, in other words on the ‘the inherited prosperity’. This focus 
depends on the specific nature of tourism that implies the movement of consumers towards
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destinations: without this movement we cannot even talk about tourism. Just in recent 
years the literature has given increasing recognition also to competitiveness factors, or the 
‘created prosperity’. Some studies have tried to frame the concept of tourist destination 
competitiveness, identifying the factors that underpin the success of a tourist destination. 
Those studies identify different sources of comparative and competitive advantage, and 
provide a broad set of factors sustaining the success of a tourist destination in the 
marketplace. However, the relationship among all those factors and their relative 
importance in terms of competitive outcomes and long-term prosperity has not been made 
explicit yet. In particular, empirical evidence is lacking in the tourism literature. Some 
efforts have been made to measure tourism competitiveness at a country level, while a 
regional and local approach is still missing, even though the role of the sub-national scale 
is recognized as crucial in facing global competition.
The general literature can provide important insights in order to address those issues, even 
though the specific nature of tourism cannot be neglected and calls for frameworks and 
methodologies able to interpret its specific dynamics. The regional studies are meaningful 
for tourism, because they concentrate on the role of the territory as an active determinant of 
the competitive process. The territory is not interpreted just as a source of resources, more 
or less favourably located, but also as an autonomous socio-economic entity that can 
stimulate or constrain competitiveness. First, this means that competitive advantage can’t 
depend exclusively on firm specific factors, but also on factors external to firms but 
beneficing them. Cluster and district theories help to understand better this aspect: 
externalities and joint actions seem to be relevant also for tourism firms in order to 
increase productivity, share costs, manage diseconomies, and so on. Second, regional 
economics recognizes also the role of local governments in shaping territorial competition. 
This aspect is underlined in the tourism literature too, opening to a useful cross fertilization 
in order to understand which policies are wasteful and which are able to generate positive 
effects.
Finally, some recent research advances are helpfiil in order to give empirieal evidence to 
the conceptualization of tourism eompetitiveness. In particular the studies that distinguish 
between sources of competitiveness and revealed competitiveness, or assets and outcomes. 
Different metrics can be used to measure the former and the latter, but the significant
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passage is to understand association and causation. Moreover, it is increasingly accepted -  
both in the general and in the tourism literature - that the economic outcomes of 
competitiveness (typically GDP per capita and employment) are not an end in themselves, 
but should lead to better standards of living. Thus, the literature distinguishes between the 
economic concept of ‘economic outcomes’ (or ‘revealed competitiveness’) and the 
enlarged concept of ‘target outcomes’ that encompasses also social and environmental 
aspects. All those distinctions can be useful in order to make the measurement field 
explicit: this can be the ‘sources of competitiveness’, the ‘revealed competitiveness’, the 
‘target outcomes’, or all those aspects and their associations.
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4 Italy as a field of observation
4.1 Introduction
At the end of the chapter dedicated to the concept of the tourism destination the focus was 
on the NUTS3 areas as the appropriate territorial level of study (see chapter 2). In order to 
concentrate on the measurement of local factors of competitiveness, thus excluding 
macroeconomic aspects that can influence the competitiveness of sub-national destinations 
such as national fiscal policies, exchange rates and so forth, it is appropriate to compare 
NUTS3 areas within a single country.
Italy has been selected not just for a reason of proximity with the researcher, which 
obviously facilitates data collection, but in particular for its role in the tourism global 
market. The country represents one of the most important tourism destinations worldwide, 
with a vast patrimony of resources, and a strong international image, even though there are 
some warnings on its ability to build a competitive edge on its assets. However, 
interestingly for this thesis, the destinations within the country are reacting in different 
ways to the competitive pressure and tourism has been regulated exclusively by regional 
and local laws since 2001, as a result of the reform of the Title V of the Italian 
Constitution, giving further relevance to the local ability to cope with competition. 
Moreover, even in the years preceding the reform, the tourism regulation had pushed 
towards a local governance and organization of tourism both at a public and a private- 
public level, through incentives for the creation of various local networks. Therefore Italy 
represents a significant tourism context of study, both in terms of international comparison 
and internal structure.
The aim of this chapter is, after a general introduction to the country, to provide a 
description of tourism in the Italian economy and of the role of Italy in the global tourism 
market (section 4.2). Moreover the fundamental characteristics and main differences of 
Italian destinations with specific attention to factors of competitiveness are described 
(section 4.3) in order to provide the background for the following analysis^^.
Note: Part of the contents of this chapter have been published in Baggio and Mottironi (2012). The 
contents of the publication used here are mainly ascribable to the author of this thesis.
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4.2 The Italian territory and economy
This section introduces the Italian territory and its administration levels first and then the 
Italian economy and the role of tourism within it.
4.2.1 The territory and its administration
Italy is a democratic republic located in Southern Europe and comprises the boot-shaped 
Italian Peninsula and several islands including Sicily and Sardinia. Its total area is 313,360 
km .^ Italy has a coastline of 7,375 km on the Adriatic, Ionian, Tyrrhenian seas, and borders 
shared with France, Austria, Slovenia, and Switzerland (plus The Vatican and San Marino 
which are completely surrounded by the Italian territory). Mountain areas represent the 
35.2% of the territory, hill country 41.6%, while the remaining part is plain. The climate 
ranges fi-om continental to Mediterranean. The territory is rich in cultural and natural 
resources, for instance in Italy there is the highest number of UNESCO World Heritage 
Sites in the world and more than 10% of the Italian natural environment is protected 
(ISTAT, 2011). The Italian population surpasses 60 million. Italy currently has the fourth- 
largest population in the European Union and the 23rd-largest population in the world. 
Italy's population density, at 199.2 persons per square kilometre, is the fifth highest in the 
European Union (see Figure 4-1).
The main administrative organizations of the Italian territory are regions (Regioni), 
provinces {Province), and municipalities {Comuni) and represent the reference for the 
statistics for territorial analysis (ISTAT, 2011). The administrative units, of course, may 
change over time in terms of borders, competences, and names, especially with regard to 
municipalities. There are 20 regions grouped geographically as follows: North-West, 
North-East, Centre, the South and the Islands (Sardinia and Sicily). The South and Islands 
are the so called ‘Mezzogiomo’. Following the creation of some new provinces, there are 
118 in 2012, however, this research is based on the previous 103 provinces since the 
available data refer to them. At the lowest geographical level there are 8,101 Italian 
municipalities. With regard to the application of the Regulation EC 1059/2003 that divides 
the European territory into NUTS areas (see chapter 2); in Italy NUTSl corresponds to the 
five geographical grouping of the regions recalled above, NUTS2 to the regions 
themselves, and NUTS3 to the provinces. In addition, the municipalities correspond to the
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Local Administrative Units (LAU). Table 4-1 provides a synthesis of the Italian NUTS3 
areas, while the complete list is reported in appendix B.
P e rso n s  p e r  s q u a r e d  Km
C3
a□
Figure 4-1 Population density in the 27 EU countries at NUTS2 level in 2006. Source: ISTAT 
(2011)
Table 4-1 Distribution and population o f the Italian Provinces (NUTS3)
Geographic portion 
(NUTSl)
Provinces (NUTS3)
Number Average
Population
North West 23 657,478
North East 22 515,340
Centre 21 555,980
South 23 614,412
Islands 14 393,841
Total 103 557,190
Source ISTAT (2011)
4.2.2 An overview of the Italian economy and of the role of tourism
According to the International Monetary Fund (IMF, 2009), Italy is the seventh-largest 
economy in the world and the fourth-largest in Europe. However the country is divided 
into a more developed industrial North and Centre - dominated by large private companies 
and industrial districts - and a less developed South. The disparity between north and south 
is controversial with regard to the possible causes, complex since it involves economic,
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social, and political issues, and diversified as the socio-economic situation significantly 
varies between southern regions. In the 1990s the special state funds for the Mezzogiomo 
had to be intermpted and they were replaced by the Stmctural Funds of the European 
Union, based on different criteria of attribution and possible total amount, but the disparity 
between the South and the rest of Italy has increased for some analysts (Guerrieri & 
lammarino, 2002). As a matter of fact, during the last decade the average annual Italian 
growth of GDP was 1.23% in comparison to an average EU annual growth rate of 2.28%. 
However, the North-South disparities contribute significantly to the under performance of 
the country, if we just consider, for instance, that the GDP per capita in the South is 59% 
of the rest of Italy (Daniele & Malanima, 2007).
In addition to growth disparities, the country has well-known structural problems that 
underpin its competitiveness, ranging from the lack of raw materials and autonomy in 
energy supply, to inadequate infrastmcture and research investment, going through a 
certain political instability. Its industry is significantly characterized by a large number of 
small-medium firms, rather than multinational companies and these are often focused on 
the export of niche market and luxury products. The high level of specialization, which is 
generally the result of an historical productive tradition, and the small size of firms have 
fostered the creation of several industrial districts, which have been broadly studied for the 
agglomeration economies that they are able to generate (just to mention two important 
studies on the topic, see Becattini, 1990; Porter, 2000). These districts are considered the 
core of the “Made in Italy” group and the key drivers of the Italian international 
competitiveness.
Following the indication of the European Union that recognizes the Labour Market Areas 
(LMAs) on the base of their employment catchment areas (see chapter 2), in Italy 686 
LMAs have been identified and they provide an exhaustive overview of the Italian 
economic systems and specializations including tourism, as shown in Table 4-2. As 
commented above, the industry of the “Made in Italy” group is the most diffused and 
relevant, representing 33.8% of the LMAs, while the heavy manufacturing group makes up 
just 8.2%. Tourism is the prevalent specialization in 82 Italian Labour Market Areas, 12% 
of the overall LMAs, thus highlighting its relevance in the Italian economy.
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As in other countries it is difficult to arrive at a precise and accurate measure of the 
contribution of tourism to the economy. Candela & Figini (2003) identify the following 
difficulties:
Tourism is not an industry in strict economic terms but a synthetic sector that can be 
traced mainly by the percentage of tourist consumption, which makes it difficult to 
have precise measures (for a discussion of this aspect see chapter 2). Following the 
European System of Accounts (ESA, 1995), tourist consumption is particularly 
relevant for the categories ‘Hotels, cafes and restaurants’, ‘Gross rents’, ‘Transport 
services’, and ‘Recreational and cultural services’.
■ As a consequence, in the national accounts tourism is not represented as a single 
autonomous item since the methods of accountability applied to the other sectors, 
based on the production process and final output, cannot be used for tourism. 
Tourism is split into different production branches, not always producing just for 
tourism, and this makes it difficult to use the ‘tourist consumption’ method for 
accurate estimates. The evaluation of tourism production presents symmetrical 
problems, related to the difficulties to define precisely which activities are just, 
mainly or partially dedicated to tourism production (see chapter 2).
Problems arise also when turning to the labour market and to an assessment of 
tourism employment, particularly in view of the large proportion of part-time and 
seasonal jobs, double jobs (tourism as a second working activity), and off-the-book 
employment.
Notwithstanding these difficulties a few indicators point to the importance of tourism for 
Italy, which is one of the most important tourism destinations in the World. According to 
the rankings published by the UN World Tourism Organization (UNWTO, 2011) it is at 
the third place in Europe, fifth in the World, in terms of tourism arrivals and the fourth 
highest tourist earner worldwide. In 2010 roughly 99 million tourists have spent some 375 
million nights in the Italian accommodation establishments and about 45% of them are 
international visitors. The total expenditure generated by these tourists, estimated through 
the tourism satellite account methodology, is around 79,705 million euros (Dipartimento 
del Turismo, 2012; ISTAT, 2012). Tourism is thus a quite important contributor to the
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country’s economy and accounts for about 10.2% of the GDP and occupies 11% of the 
employment (direct and indirect effects).
Table 4-2 The Italian Labour Market Areas
GROUPS OF PREVALENT 
SPECIALIZATION
LMAs
Number %
GROUP WITHOUT SPECIALIZATION 220 32.1
GROUP WITH A NON-MANUFACTURING SPECIALIZATION 178 2%f
Uban Areas 72 10,5
Other non manufacturing areas 106 15,5
Tourism specialization 82 12,0
Agricultural specialization 24 3,5
MADE IN ITALY GROUP 232 3 3 J
Textiles, Clothing, leather and shoe industry 100 14.6
Furniture industry 28 4.1
Glasses industry 8 1.2
Machinery industry 35 5.1
Agricultural and food industry 61 8.9
GROUP OF HEAVY MANUFACTORING 56 8.2
Metal production and working industry 14 2.0
Means of transport industry 16 2.3
Building materials industry 7 1.0
Chemical and Oil industry 19 2.8
TOTAL 686 100.0
Source: Processing on ISTAT (2011)
4.3 Tourism competitive factors in Italy
In order to understand better the general data reported above, an overview of Italy and its 
territories as tourism destinations is conducted in the following pages, trying to highlight 
the presence, or absence, of the main competitiveness factors reviewed in chapter 3. 
Attention is also given to disparities within the country since this helps in understanding 
how the local territories have played a role in shaping the current situation of the Italian 
tourism industry, thus supporting the theory of the relevance of the local dimension for 
territorial competition.
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4.3.1 The international competitiveness of Italy
Italy has been an international tourism destination since the Grand Tour and even before, 
for instance during the Middle Ages as a destination of pilgrimage, and during the Roman 
Empire (Paloscia, 1994). The emergence of modem tourism as a relevant economic 
activity goes back to the 1950s when tourism began its transformation into a mass 
phenomenon. As seen above, it is currently one of the top tourism destinations in the 
World.
In terms of international image, the Country Brand Index, elaborated by Future Brand 
(2008) through interviews worldwide that compares the image and perception of several 
eountries on a set of items, confirms how Italy has a strong image abroad, ranking overall 
in fourth position after Australia, Canada and USA, in particular thanks to its main 
resources: history, art and culture, shopping and fine dining (see Figure 4-2).
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Figure 4-2 The Country Brand Index -  Strongest performers per dimension. Souree: Country 
Brand Index (FutureBrand, 2008, p. 21)
By contrast, Italy does not have a strong international image in terms of natural beauty, not 
even with regard to its beaches, despite its kilometres of coast, a quite diffuse presenee of 
protected areas, and the variety of its landscape (see section 4.2.1). Moreover, it has a low 
performance on items such as resort and lodging options, value for money, infrastmcture, 
standard of living, and political freedom. Nonetheless, and surprisingly enough, the 
country ranks second in terms of willingness to visit or visit again, confirming the
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conflicting perception and image of Italy as a tourist destination that is at least coherent 
with the conflicting international image of the country as a whole.
Basically the same results in terms of strength and weakness are confirmed by the periodic 
studies undertaken by the Italian National Tourism Board through its foreign delegations 
(BNIT, 2007). Strengths are again found in the cultural resources, Italian products and way 
of life, while weaknesses refer mostly to organisation, infrastructure, prices and the like.
Despite its world famous resources, Italy is losing market share in favour of its direct 
competitors, such as France and Spain, which remain steadily at the top of the ranking in 
terms of international arrivals: Italy was the first destination in the world in the 1970s, but 
it has been losing position since the 1980s and it is expected to slide beyond the tenth 
position by 2020 (UNWTO, 2011). The loss in absolute numbers seems to be a clear 
indication that the competitiveness of Italy is weakening, however this is controversial. 
Two studies can support this assertion. First, an application of the tourism life cycle to 
Italy (Formica & Uysal, 1996) shows an irregular pattern and various disparities and 
differences within the country which make it difficult to trace a clear and univocal trend; 
moreover the presence of a ‘high qualitative learning’ type of tourists, attracted by the 
richness of the country emerges quite clearly, basically confirmed by the studies on the 
tourism image mentioned above. A second study is a comprehensive analysis on 
destination country portfolios, developed for 24 destination countries and 21 origin 
countries, based on market share indicators (Smeral & Witt, 2002). A static and a dynamic 
index of market share have been developed in order to distinguish performing, emerging, 
declining, and loss origin markets for any country destination, depending on the fact that 
the origin market presents a share above or below the average and a gain or a loss over 
time. Through these indexes it is possible to evaluate more analytically the international 
arrivals in a countiy and its market performance; the assumption is that countries with a 
concentration on growing markets (the performing and emerging ones) are more likely to 
gain share. Accordingly, the most successful destination is Great Britain, followed by the 
USA, and Italy, while France is the worst performer, despite its leading position in terms of 
absolute market share.
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Table 4-3 The Travel and Tourism Competitiveness Index
Italy profile Rank 
(out of 140)
2011 Travel & Tourism Competitiveness Index 27
(1) T&T regulatory index 50
(la) Policy rules and regulations 100
(lb) Environmental regulation 53
(Ic) Safety and security 44
(Id) Health and hygiene 29
(le) Prioritization of T&T strategies 79
(2) T&T business environment and infrastructure index 29
(2a) Air transport infrastructure 24
(2b) Ground transport infrastructure 39
(2c) Tourism infrastructure 1
(2d) ICT infrastructure 31
(2e) Price competitiveness in T&T industry 134
(3) T&T human, cultural and natural resources index 14
(3 a) Human resources education and training 45
(3b) Availability of qualified labour 41
(3 c) Affinity for travel and tourism 72
(3b) Natural resources 34
(3 c) Cultural resources 7
Souree WEF (2011)
In conclusion, high quality tourists and performing and emerging markets choose Italy. 
Moreover Italy is one of the most well-known countries worldwide and one of the most 
sought-after tourism destinations. However, its positive tourism image is essentially based 
just on its resources (not even the whole variety) and it is unquestioned that it is losing 
international market share over time. The real question, then, is whether the country is able 
to build long-term competitiveness on this potential. From this perspective, the Travel and 
Tourism Competitiveness Index of the World Economic Forum (for a review see chapter 
3) is not encouraging. Italy ranks 28 out of 130 nations, behind all the industrialized 
countries (see Table 4-3). The causes are once again structural and related in particular to 
the governance and regulatory framework, to the infrastructure, to human resources 
development, and to prices (WEF, 2011). Factors that refer mainly to the ability to create 
competitive advantage and that may impact on the overall performance of the Italian
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tourism industry which, as it will be seen in the following pages, presents some warning 
signals.
4.3.2 Main territorial patterns of tourism demand
As mentioned above, Italy has about 99 million arrivals and 375 million nights, quite 
evenly distributed between domestic and international flows: foreigners are the 44.3% of 
the total arrivals and the 42.8% of the nights, thus confirming the international orientation 
of the country. Germany, United States, United Kingdom, and France are the main 
international markets, representing the 48% of all international stays (ISTAT, 2011).
The long term trend is positive both for domestic and international tourism, but it presents 
a progressive contraction of the length of stay which has decreased from 4.2 to 3.9 days 
which is however aligned with global trend in the tourism market. Even though in absolute 
numbers the domestic tourism is prevalent, international tourism shows slightly higher 
rates of growth (see Figures 4-3 and 4-4) and has progressively gained relative share, even 
though with some discontinuities over time. Since the beginning of the sixties, foreign 
tourists have accounted for around 36% of all guests in hotels and 20% in accommodation 
other then hotels.
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Figure 4-3 Arrivals per origin of tourists - Period 1950-2010. Data source: Baggio and Mottironi
(2012, p. 6)
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Figure 4-4 Nights per origin of tourists - Period 1950-2012. Data souree: Data source: Baggio 
and Mottironi (2012, p. 7)
The strong seasonality of these flows, however, still characterizes Italy as a summer 
destination and seaside locations receive and host the majority of the tourists. More in 
detail, residents’ nights are for the most part during the summer, with 55.2% in the period 
June-August, while in the same period non residents spent the 44.7% of their nights in 
Italy. Another 30% of non residents’ nights are spread among May, September and 
October, thus contributing to an extension of the summer season. It is evident how the 
tourism season is still quite concentrated despite the favourable climate in several areas of 
the country, and the variety of resources and places that could potentially satisfy tourism 
demand throughout the year. This is a clear signal of a certain inability of the Italian 
tourism destinations to build a more efficient, and competitive, tourism economy on their 
comparative advantage given by the abundance of tourism resources. The effects of 
seasonality are relevant for tourism activities, ranging from lower occupancy rates, 
seasonality losses, and inefficiencies in supply sizing.
In addition, significant differences can be observed in terms of territorial distribution: 
while resident flows are more widely distributed, non resident flows tend to concentrate in
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the Northern and Central regions (see Figure 4-5). In particular, international flows are 
basically concentrated in four regions: Veneto, Trentino-Alto Adige, Lazio and Toscana 
that between them account for 61.2% of the non residents’ nights.
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Figure 4-5 Nights per origin and territorial distribution. Data Source: processing on ISTAT, 
2011 .
Table 4-4 The top Italian Provinces for tourist stays
Province NUTS3 Macro Area 
(NUTSl)
% of total 
stays
Venezia N/East 8.5
Bolzano N/East 7.3
Roma Centre 5.6
Rimini N/East 4.5
Trento N/East 3.9
Verona N/East 3.1
Napoli South 3.1
Milano N/West 3.0
Firenze Centre 2.8
Salerno South 2.4
Brescia N/West 2.2
Livorno Centre 2.2
Savona N/West 1.9
Ravenna N/East 1.8
Udine N/East 1.7
Total 54.1
Data source: processing on ISTAT, 2011
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At more local scale (NUTS3) this concentration is even more evident: 54% of the stays are 
concentrated in 15 provinces (NUTS3) out of 103 (see Table 4-4). As shown in the table, 
most of the top provinces are located in the North East and just two (Napoli and Salerno) 
in the South.
Turning to data on tourism expenditure, ten provinces collect 57% of the total international 
expenditure. As shown in Figure 4-6, the macro area receiving the highest expenditure is 
the Centre (31%), followed by the North East (28%) and North West (26%), while the 
South is again the area which collects the lowest percentage (13%).
South and the
Islands \  
13%
Centre
32%
North-West 
/  26%
North-East
29%
Figure 4-6 Distribution of the international expenditure. Data source: processing on UIC, 2008
The concentration patterns of tourism demand and expenditure are not justifiable on the 
basis of a concentration of tourism attractions, since territories rich in cultural and natural 
endowments and a favourable climate are not leading the Italian tourism market, thus 
suggesting that other factors could explain these territorial disparities.
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4.3.3 The structure of the accommodation sector
The collective tourist accommodation establishments (hotels and other than hotels '^^) are 
130,994 including 34,037 hotels and 96,957 other establishments than hotels. Together 
they offer about 4.5 million bed places, evenly distributed between the two categories. The 
number of bed places in hotels has increased 8% in the last five years while the bed places 
in the other establishments have increased 7%. Interestingly, if we compare Italy to the 
main European countries, Italy leads in terms of the number of accommodation facilities, 
followed by the UK with 79,383 facilities, Germany (54,793), Spain (36,199), France 
(28,778), and Austria (20,457). A marked difference is in the composition of the supply: 
while in Italy hotels are just a quarter of the overall accommodation facilities, in UK and 
Spain these are evenly distributed and in Germany, France and Austria hotels are prevalent 
(Eurostat, 2008).
Despite being the leading country in absolute numbers, the average dimension of the 
Italian accommodation is moderate: hotels have 60 bed places on average, while other 
facilities’ average is 26 bed places. As a matter of fact, Italy offers 4.5 million bed places 
against the 4.8 million of France which has a quarter of the Italian facilities (CSC, 2007). 
The average dimension of Italian hotels is basically determined by the strong prevalence of 
3 star hotels (65 bed places is their average), while 4-5 star hotels are around 160 bed 
places and, at the opposite, 1 star hotels around 23. With regard to the other facilities, the 
variation of average bed spaces among different typologies is quite broad, since it ranges 
from 557 bed places of camping sites to 5 bed places of B&Bs. As seen in the literature 
review, the dimension of the tourism industry is related to key aspects of competitiveness, 
such as productivity and quality.
Despite the high number of tourism arrivals in the countiy, a recent study by the OECD 
(2011) shows that its productivity is decreasing (-13% between 2000 and 2006), and 
occupation rates are below those of its main competitors, as we will discuss below.
With regard to quality, in the last decade hotels have upgraded towards higher quality 
ratings, with a progressive closure of 1 and 2 star hotels or their passage to higher
In the national statistics the following are included within the category ‘other establishments than hotels’: 
camping sites, holiday villages, rural houses {agriturismi in Italian), dwellings for rent, B&Bs, hostels, 
refuges. Second houses are not counted in these statistics.
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classifications thanks to investments in renovation and in new services and facilities, such 
as beauty and fitness areas. This is a consequence of some changes in the demand: on the 
one hand, it is drifting to medium-high rating hotels able to guarantee higher quality 
standards and a larger variety of services; on the other hand the part of demand which is 
more price sensitive tends to prefer alternative accommodations, such as B&Bs or rural 
houses, rather than low rating hotels (Becheri & Lovelock, 2007).
In the last decade 1 and 2 star hotels have decreased by 9% their relative contribution to 
the overall hotel accommodation supply, a percentage mainly absorbed by 4 star hotels. 
Five stars hotels have doubled from 2000, but their offer remains marginal (2.6%). Overall 
the market is still lead by three stars hotels which represent almost the 50% of the Italian 
hotel accommodation and their number has stabilized in the last decade (Figure 4-7).
#2000
#2007
star; luxury
3 stars
Figure 4-7 Distribution of bed plaee per rating - 2000 and 2007. Data source: processing on ISTAT 
2008
Even though quality is improving, Italian accommodation suffers a quite concentrated 
tourism season and, above all, low occupancy levels. The net occupancy rate in the last 
decade has been always around 40% (38%-41%), without significant changes in the period. 
Even during the peak season (July-August) the occupancy rate stabilizes around 65-70%. 
This level of use of the Italian facilities reveals a significant portion of underused supply. 
In terms of occupancy rates, Italy just performs better than Germany, Belgium and Croatia, 
but surely underperforms if compared with Spain and France and other European countries 
of the Mediterranean area that all have rates between 48% and 57%. Even UK and Ireland,
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despite a small average dimension of accommodation, and less favourable climate 
conditions than Italy, perform at higher occupancy levels that is around 45% (Eurostat, 
2008).
Within the country, however, Italian regions have different performances. Those 
performing occupancy levels above the national average, and closer to the European best 
performers, are seven out of twenty: Lazio, Veneto, Emilia- Romagna, Trentino-Alto 
Adige, Campania, Liguria, and Lombardia. This ranking just partially corresponds to the 
ranking of regions with the highest share of accommodation supply, as it is shown in Table 
4-5.
It should also be noticed that, on average, in every region 54.4% of municipalities have an 
hotel; this percentage is higher in North and Centre Italy, and in particular in Toscana, 
Trentino Alto Adige, Umbria, Valle d’Aosta and Emilia Romagna the hotel penetration 
rate is over 80% (CSC, 2007), thus confirming the tourism vocation of the country. At 
NUTS3 level this translates into the fact that there are no Italian provinces without some 
tourism activities.
In addition to the data commented on so far, it is interesting to distinguish between 
independent hotels and hotel chains. The former are generally family owned hotels, which 
are single units of micro-small dimension and that constitute the most part of the Italian 
hotel industry. As a matter of fact, hotel chains are just 4% of the overall hotel offer in 
Italy - against the European average of 20% and the United States average of 70% - and 
their sales share is 7% (AICA, 2008; CSC, 2007). Italian hotel chains tend to have 
structures with higher quality rates than independent ones: 12.7% are five stars, 76.7% four 
stars, and just the remainder are three stars. In addition, in terms of net occupancy rates, 
their performance is considerably better than the Italian average, being 64.5%. Rome is the 
city that registers the best occupancy rate performance of both hotel chains (77.7%) and 
independent hotels (57.6%).
Finally some comments about prices, deregulated just in 1991 with the law n. 284. Before 
this law, accommodation prices were first strictly decided by a State body together with 
provincial committees, and - from 1983 to 1991 - negotiated by trade associations and 
regional administrations, so that significant differences among accommodation facilities in
-84-
the same category were not possible (Righi, 2007). After the 1991 deregulation law, and in 
particular in the last decade, prices of some tourism services have increased more than the 
European average, in particular this has happened for transportation and package tours (the 
prices of which have increased more than double EU average), while restaurants and hotels 
have had a growth close to the average. In particular from 2000 to 2003 tourism prices 
have increased at a faster pace than inflation, while in the last years at the same or even 
slower level (CSC, 2007; Eurostat, 2008). Maybe the real detrimental aspect for the 
country is the lack of low cost offers which are not developing in Italy as much as in other 
nations. Moreover, it should be considered that if this is the information emerging from 
official data, other analysis undertaken through websites and interviews with operators 
show a much higher increase in prices, making the issue controversial. For instance, an 
analysis performed by Trademark (TMI, 2008), an Italian research centre, shows that 
prices of tourism services in the main tourism regions have increased 20-25% in the last 
two years, and about 6-7% in the other regions.
Table 4-5 The territorial distribution of aeeommodation
Ranking 2007 Accommodation 
share (%)
Veneto 39.5
Trentino Alto Adige 9.9
Toscana 7.6
Friuli Venezia Giulia 7.4
Emilia- Romagna 6.4
Lazio 4.4
Lombardia 3.5
Piemonte 3.1
Liguria 2.5
Sicilia 2.3
Campania 2.3
Umbria 2.3
Marche 2.1
Puglia 1.8
Sardegna 1.4
Abruzzi 1.2
Calabria 1.0
Valle d’Aosta 0.7
Basilicata 0.4
Molise 0.2
Total 100,00
Data Souree: ISTAT, 2008
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4.3.4 The Italian governance of tourism towards subsidiarity and local cooperation
The Italian governance of tourism is characterized by a progressive orientation towards 
decentralization. The key phases of this process are indicatively two: first, in 1993 the 
Ministry of Tourism was abolished after a referendum held specifically on this matter and 
a year later a Tourism Department within the Prime Minister’s office was created (Loy 
Puddu, 2004). During this period, in the name of subsidiarity, the competences on tourism 
have been progressively delegated to regions and local governance levels, even though 
within a national general policy law providing the normative framework for sub-national 
actions. The first general policy law on tourism was promulgated in 1983 (Law n. 
217/1983), followed by a second one in 2001 (Law n. 135/2001). The almost twenty years 
between the two laws suggests a lack of a proper national governance of tourism in Italy, if 
we also consider the absence of a strategic plan for the sector, moreover in a period of 
continuous global changes and challenges. The law 135/2001 defines the legal framework 
for the development of tourism in Italy, recognizing its economic and socio-cultural role.
However, the National Law 135/2001 lost its normative power, keeping just a kind of 
general policy orientation power, almost at the moment of its promulgation as a 
consequence of the simultaneous reform of Section V of the Constitution which delegates 
the competences on tourism (and some other sectors) exclusively to regions. As a result, 
each of the twenty Italian regions now have their own tourism laws and regulations. This 
has pushed some regions to enforce their efforts in improving and promoting their tourism 
industry. For instance, since 2000, the real regional expenditure for tourism has increased 
from EUR 698.2 million to EUR 741.9 million and the local public expenditure from EUR 
621 million to EUR 753.4 million (Dipartimento per lo Sviluppo e la Coesione 
Economica, 2009). Moreover the decentralization reflects the typical territorial differences 
of the country, characterized by strong local traditions and identities which play a relevant 
role in tourism attractiveness. Conversely, this may widen also territorial disparities and 
create confusion on the market mainly because of the absence of common standards in 
communication and promotion, tourism professions, accommodation standards.
The permanent Conference of State and Regions has tried to deal with the difficult issues 
that have arisen since the reform, in particular because of the complex nature of tourism 
and its intersections with many other sectors, which make it difficult to discern when
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tourism is really an exclusive competence of a region and when not. For instance, the 
regulation of the tourism professions is a regional competence, while the hotel and travel 
agency contracts are part of the private law which is an exclusive State competence (CSC, 
2007; Malo, 2007). Moreover the delegation to regions has created (or in some cases 
accentuated) problems of homogeneity of the tourism offer: for instance the regulation of 
tourism professions or the criteria for rating accommodation facilities are different from 
one region to another, thus disorientating the demand. Tourism promotion is also 
fragmented and the role of ENIT (the Italian Tourism Board for the promotion abroad) 
may be weakened by regions promoting themselves without national coordination, with 
obvious consequences for the overall image of the country.
The evident need for coordination justified the creation in 2005 (Law n.80/2005) of a 
National Committee for Tourism that should have coordinated the tourism policies of 
national relevance and properly promoted tourism abroad. However, the Committee was 
declared illegitimate by the Italian Constitutional Court less than a year later (ruling 
n.214/2006). A new Committee was created in 2006 and a Minister of Tourism appointed 
in 2009. In any case, the lack of a clear and definitive distribution of competences between 
State and regions is not resolved yet and still creates legislative and financial uncertainty. 
As has been noted:
‘Tourism is an emblematic case of the existing asymmehy between the transfer of competeneies 
from State to Regions and loeal adrnimstrations and the laek of finaneial autonomy of the 
territorial institutions’ (CSC, 2007, p. 149. Translation by the authors).
Basically regions and local institutions have to govern tourism in a lack of financial 
autonomy which is still managed through State - Regions transfers.
A further issue that still needs to be addressed, and that represents a relevant weakness for 
the competitiveness of Italy, is the absence of an overall national strategic plan for tourism 
providing the guidelines and the framework for all the sub-national levels and guaranteeing 
coherence to tourism development and promotion.
If regions have a meta-role in terms of law promulgation and strategic guidelines, specific 
actions are delegated at local level. Provinces are basically the trait d ’union between the 
general directions of regions and the very local execution of municipalities, because
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regions have progressively delegated them some key competences. Even though every 
region has legislated in a specific way, basically the main tourism competences of 
provinces may be quite broad (UPI, 2008): promotion and information; licenses, 
monitoring, and inspection of tourism activities (hotels, restaurants, travel agencies); 
allocation of services and financial aid to tourism enterprises; tourism data collection and 
processing; support in the creation of local networks.
With regard to the last aspect, it should be noticed that cooperation is recognized as a key 
issue to compete in the contemporary tourism market both by academia and by tourism 
organizations and institutions. Recommendations by UNWTO, WTTC, the European 
Union, and several national bodies underline the importance to create strategic alliances, 
networks, and partnerships mainly at local level, as discussed in chapter 3.
Italy has several forms of local partnerships to promote tourism, and some of them are 
regulated by law and are widespread in the whole country, such as the ‘tourism consortia’ 
the ‘local tourism systems’ {Sistemi Turistici Locali -  STL) and the ‘wine and food routes’ 
{Strode del Vino e dei Sapori), even though an exhaustive map of all the tourism networks 
is not available.
4.3.5 Tourism education and training
The Italian educational system has been under reform in the last years, both at secondary 
and higher level. In 2009, secondary education represented the main education level for 
new hiring (61%) in tourism (OECD, 2011).
Secondary education in tourism has a long tradition, considered that Italy was one of the 
first countries to introduce hospitality schools. In Italy there are both hospitality schools 
(Istituti alberghieri) that provide training courses of three or five years, and technical 
institutes for tourism (Istituti Tecnici per il Turismo), which offer five-year training 
courses. In addition various other institutes offer tourism related courses. A reform was 
started in 2010 in order to update these institutes and guarantee a better alignment with the 
needs of the industiy. In particular, institutions are required to develop links with the 
industry and work to promote specialization.
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Higher education have increased the offer of tourism diplomas by 15% in the last ten 
years, mainly following changes introduced in the university system after the EU Bologna 
process. However the peak in the number of courses provided was reached in 2007 and 
then they started to decline. This is a consequence of different causes (OECD, 2011; 
Comitato ministeriale per la razionalizzazione della formazione turistica e la promozione 
della cultura deU'ospitalità; 2010): the number of students enrolled is decreasing (in 
general, but with higher percentages in tourism classes); financial shortage and continuous 
changes in state regulation create uncertainty; finally, not all the Italian universities 
providing tourism education have also a consolidated tradition in basic research on the 
topic.
A committee was created by the Minister of Tourism in 2009 in order to start a process of 
rationalization and improvement of the overall tourism education system, recognizing the 
key role of professions in tourism competitiveness.
With regard to training, on the other hand, many public and private institutions operate in 
the tourism field, however a mapping of the typologies of courses and number of people 
enrolled does not exist.
4.4 Italian tourism statistical sources
The statistical sources available to study the sector are the last aspect that has to be 
considered. The reference here is to official statistics which represent a relevant and widely 
used source of information for empirical analysis, both in economics and social sciences. 
The definition ‘official’ basically applies to national statistics, or statistics collected by 
public bodies; interestingly, this guarantees the homogeneity and reliability of data 
(Corbetta, 2007). -
The unit of analysis of official statistics is invariably territorial. This means that even when 
information is collected starting from individuals (such as firms or persons), data is 
available and analysable just at territorial level. As already seen above (see chapter 2 and 
section 4.2.1), the statistical office of the European Union has homogenized the territorial 
levels of data collection in order to guarantee data comparability across countries 
(Eurostat, 2009). Moreover Eurostat also provides guidelines for the transmission of
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tourism statistics (Eurostat, 2007). The Italian tourism statistics are provided by the 
National Statistics Office (ISTAT — Istituto Italiano di Statisticd) following these 
guidelines. As already mentioned the lowest territorial level at which tourism statistics are 
provided is NUTS3. They refer to the traditional information gathered on tourism about 
national and international tourism demand (arrivals and stays), supply (accommodation, 
food and beverage, intermediaries),and tourism CPI.
In addition more detailed information on tourism firms (such as firms’ employment and 
training) is provided by the Firm Records Office of the Chambers of Commerce. Again the 
most part of information is aggregated at provincial (NUTS3) level.
Data on tourist expenditure is provided by the Bank of Italy (UIC - Ufficio Italiano Cambi) 
and refers just on international expenditure. Again the lowest territorial level is NUTS3.
Other information which is not included in the tourism statistics but relevant for tourism 
analysis is provided by ISTAT and by the competent Ministries. The reference here is to 
information on infrastructure (ISTAT and Ministry of Public Works); natural and cultural 
resources (ISTAT and Ministry of National Heritage and Culture and Ministry of the 
Environment); Public finance (ISTAT and Ministry of Public Governance); Education 
(ISTAT and Ministry of Education), Public Expenditure (Ministry of Public 
Administration).
Finally it is worth mentioning that also the Tourism National Associations, such as AICA 
(hotel chains) FIFE (restaurants); FEDERALBERGHI (hotels) ASSOCAMPING 
(camping), and suchlike collect information through their research centres. However this 
generally refers to sample surveys and homogeneity in data collection may be more 
questionable.
4.5 Conclusion: Italy as the field of observation of this thesis
Italy is a world top tourism destination and tourism is a key sector for its economy but the 
ability of the country to build a competitive edge on its global image and attractive 
resources is questioned by various studies and forecasts. This makes interesting to explore 
further the competitive factors broadly discussed in the literature and by international
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organisations and in particular to study their role in supporting the overall tourism 
performance of a destination, searching for evidence of this relationship and of its strength. 
On the other hand, the review of the literature (see chapter 3) largely agrees on the 
importance of the local level when territorial competitiveness is considered, both in terms 
of levelling up of growth disparities among areas and of the contribution of the local level 
to the overall country competitiveness. As seen, Italy shows disparities at local level, both 
in terms of the development of the tourism sector and in terms of performance. Moreover 
the governance and administration of tourism has been completely delegated to the sub­
national levels in the name of subsidiarity, thus transferring the development of the sector 
to local destinations. Therefore the country and its tourism destinations represent an 
interesting and important field of observation for the aims of this thesis. As seen, NUTS3 
areas are the most local level we can refer to if secondary data are needed for observation, 
since at the lowest territorial level (municipalities) most tourism and general territorial 
statistical data are not provided or collected. In the empirical analysis we will then refer to 
the Italian NUTS3 areas (provinces). On the other hand, Italy has a variety of official 
sources that can be used to collect consistent cross-sectional data on a significant number 
of territories and variables.
4.6 Conclusions of the literature review: Research questions and 
theoretical framework for this thesis
The broad subject of this research is the tourism competitiveness o f local destinations. The 
review of the relevant literature on the topic, referring both to the tourism literature and to 
regional studies, has led to an understanding of some fundamental issues:
■ It is increasingly relevant to approach competitiveness from a territorial perspective 
and not just at a company level;
■ Territorial competitiveness is a twofold concept since it incorporates both 
comparative and competitive advantages. In the competitiveness debate territories 
are not just the places where companies locate because of their physical 
characteristics but also sort of complex systems and active agents providing better 
conditions for firms and local stakeholders, manifesting in higher performances. This 
study will focus on the measurable aspects of these complex systems recognizing
that there are also elements that do not lend themselves to easy measurement;
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■ The concept of competitive advantage applied at a national level mainly relates to 
international trade issues and it is still under debate if this application is theoretically 
sound, while the sub national applications of the concept are more and more 
supported by the literature and tend to emerge as the relevant perspective of study. 
Competitiveness is a global challenge played at local level by companies and 
territories;
■ The literature on possible dimensions of territorial competitiveness (both general 
competitiveness and specific tourism competitiveness), particularly at the national 
level is quite extensive and examines a wide array of competitive factors. Some of 
them are diffusely recurrent and consistent among many studies thus providing the 
building blocks of the concept. The local level shares some of these common aspects 
but there are also some important differences at this level. Given the importance, 
noted above, of local territories in understanding competitiveness it is important to 
gain a better insight at this level.
■ The study of competitiveness in regional sciences, and in regional economics in 
particular, is increasingly emphasising the need to define, distinguish, and then find a 
relation between ‘dimensions’ or ‘determinants’ and ‘outcomes’ of competitiveness, 
where the dimensions are the factors that can sustain and improve the performance of 
a territory and its firms and the outcomes are the overall performance of a 
destination. With outcomes we mean here the economic ones or the ‘revealed 
competitiveness’ that are different from the ‘target outcomes’ that introduce also 
non-economic perspectives.
■ The measurement of dimensions and outcomes is a current issue as well, since it may 
support the translation of conceptual assumptions into empirical evidence and this is 
relevant both for improving knowledge and for sustaining the choices of policy and 
decision makers.
■ Finally, in tourism the territorial issues are even more relevant than in other sectors 
given the significant geographical content of tourism activities and the central role of 
destinations.
The tourism literature has developed its own debate on competitiveness through the study 
of which general and specific factors can support the performance of tourism destinations.
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However, the tourism literature has given more attention to the country destination level 
than to the sub-national/local level so far. This is true in particular for the empirical studies 
that have dealt with concrete patterns of competition among territories comparing the 
tourism performance of nations rather than of local destinations. Moreover studies which 
attempt to provide an objective measurement of the concept, in particular relating 
determinants and outcomes of competitiveness, are still lacking if we exclude Mazanec et 
al. (2007) and Mazanec and Ring (2011). As highlighted by Dwyer and his co-authors with 
regard to their model of tourism competitiveness and further research issues (Dwyer et al., 
2004, p. 99):
“There is a need to explore the different types of indieators relevant to the different context 
(levels) in which the model can be applied. It would be interesting to explore, for example, the 
relevance, advantages and hmitations of the model for determining the competitiveness of a city 
or geographically small destination”.
Mazanec, Woeber and Zins’ statement is even more explicit and track-tracing (2007, p. 
88%
“Destination competitiveness (DC) is expected to explain something. A comprehensive and 
artfully designed concept of DC is of little value unless it actually relates to a destination’s 
performance. In this case DC will acquire a role as a theoretical construct in a system of cause- 
effect relationships. Such systems are considered to be “small” empirical theories (or models) 
claiming applicabihty to some limited sector of the socioeconomic reality”.
Accordingly, this research aims at an improvement of the understanding of 
competitiveness of tourism destinations at a local level. In particular it concentrates on the 
search for an explanation of empirical evidence of its main conceptual assumption - that is 
the relation “determinants-outcomes” - through its measurement and through the 
interpretation of possible patterns of competitiveness. Therefore, the guiding principle of 
this research is that particular attention must be given to the explanatory power of 
competitiveness as a theoretical construct, thus a confirmatory approach is needed in order 
to strengthen the theory on local tourism competitiveness rather than an exploratory one.
In order to achieve this purpose, the broad objective related to ‘local tourism 
competitiveness’ has to be detailed into more specific research questions. First of all, since 
competitiveness is a complex concept the first question that needs to be answered concerns
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the building blocks of the theoretical construct. In other words, this refers to the ‘defined 
concepts’ of competitiveness. The defined concepts represent ‘the construct defined 
operationally’ (Bagozzi, 1980, p. 64) or, in other words, the competitive dimensions and 
outcomes of local destinations.
Question 1 (Ql): What are the defined concepts o f local tourism competitiveness?
The defined concepts are then manifested through ‘empirical concepts’ or operational 
definitions, which are commonly called variables, items, or indicators (Bagozzi, 1980) and 
allow -  at least to a certain extent -  the measurement of the theoretical construct.
Question 2 (Q2): How can the defined concepts o f local tourism competitiveness be
operationalized and thus measured?
A further step of analysis refers to the ‘explanatory power of competitiveness’ (Mazanec et 
al, 2007) or if competitiveness in effect explains and is related to the performance of a 
tourism destination. The literature suggests the importance to distinguish between 
‘determinants of competitiveness’ and the ‘outcomes’ of these determinants, but this 
requires to empirically test the relationship between the two. In addition this also implies to 
evaluate if the dimensions of competitiveness may have different effects on destination 
performance. Both aspects are underdeveloped in the literature and especially in tourism 
studies. Therefore, this thesis will finally try to answer to the following two connected 
questions:
Question 3 (Q3): Is there empirical evidence o f the conceptual assumptions on local
tourism competitiveness?
Question 4 (Q4): I f  yes, are some dimensions o f competitiveness more relevant in order to 
explain the performance o f a tourism destination?
As seen above, Mazanec, Woeber, and Zins (2007) call for a cause-effect relationship. 
However it is questionable whether the complexity of the construct makes it possible to 
establish a strong relationship such as cause-effect one, or just a weaker correlation which 
however maintains some significant explanatory power. Moreover this study acknowledges 
the existence of spatial differences. These two aspects lead to the assumption that, besides
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measurement, the advancement in the understanding of local competitiveness requires an 
interpretation of the results and of eventual spatial patterns.
Finally, since it would be short-sighted to deal with these issues just within the tourism 
research field, the attempt is to advance the knowledge of the concept in a way that is 
consistent with the major issues arising in the regional economics and business literature, 
through a cross-fertilization approach. Accordingly, the theoretical framework of this study 
integrates the concepts and procedures of regional studies, in particular regional economics 
and strategic issues derived from business literature and applied to territories, with the 
tourism competitiveness and destination literature (see Figure 4-8).
Tourism Destinations 
Tourism CompetrtK'eness
COMPETITIVENESS,
OF
LOCAL TOURISM
Spatial Patterns of 
Economic Phenomena
Territorial C ompetitfveness
Figure 4-8 The theoretieal foundation o f this research
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5 Research design: Methodology and methods________
5.1 Introduction
The previous chapters have reviewed the relevant literature and set the research questions 
and theoretical framework of this thesis. The aim of this chapter is to outline the overall 
research design. Research design is defined as:
‘The logical sequence that connects the empirical data to a study’s initial research questions and, 
ultimately, to its conclusions’ (Yin, 2003, p. 28).
In other words, the discussion of the literature review supports some research questions 
that are translated into a specific problem domain through the choice of a coherent 
methodology and appropriate study methods. This poses specific attention to (a) the 
methodological approach of the research and (b) the methods used to undertake the 
empirical study. Methodology and methods, even though interrelated, are two different 
issues: the former is more related to the formal assumptions and requirements of scientific 
research, the latter with technical aspects. Accordingly, the discussion on research design 
is structured in two parts. The first part deals briefly with the methodology issues relevant 
for this study in order to explicate the methodological stance informing it (section 5.2), 
while the following deals with the selection of the most appropriate methods and technical 
procedures for empirical analysis and also presents the results of the preliminary analyses 
conducted on the dataset that are relevant for the findings of this thesis (from section 5.3 to 
the end of the chapter).
5.2 Methodology
Methodology refers mainly to the aspects that inform a study and that need to be made 
explicit for the important reason that they exert an influence on the overall research design 
and on the interpretation of the results. Literally methodology is a ‘discourse on method’, 
as the suffix -ology, from the Greek logos, says. Thus the subject of methodology seems to 
be the corpus of rules, principles and formal conditions that are at the foundation of
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research'^ and that enable the researcher to systematize and increase knowledge within a 
discipline. The definition proposed by Selvin (1958) is useful in defining it:
‘[Methodology is] the systematic examination o f the procedures, assumptions, and modes o f 
explanation in the analysis o f  empirical data’ (p.607).
With this definition Selvin distinguishes methodology both from philosophy and from the 
description, or elaboration, of technical tools of research. As Corbetta (2007) clarifies, this 
distinction does not mean discontinuity, rather the opposite as methodology stays in the 
middle of a continuum, being the connection between the two. This continuum (Figure 5-1) 
describes in essential terms the overall research design as introduced in the opening of the 
chapter.
Philosophy Methodology ^  M ethods
t  I
Figure 5-1 The research design continuum
5.2.1 Paradigms in social sciences and in tourism studies
The well-know Kuhnian concept of paradigm helps in understanding the just mentioned 
‘research design continuum’ as it shows how scientists produce knowledge within a shared 
‘conceptual structure’. It is not here relevant to discuss the implications of Kuhn’s theory 
in terms of history of science and in his idea of scientific revolutions, rather the functioning 
of what he calls the ‘normal science’ and in particular the role of paradigms within it. A 
paradigm is, or at least includes ‘some implicit body of intertwined theoretical and
The choice o f  the word research instead o f  science is deliberate because, as we will see, m ethodology has 
to be distinguished by epistemology, which is the philosophy o f  science in itself. O f course we mean 
scientific research here.
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methodological belief that permits selection, evaluation, and criticism’ (Kuhn, 1962, p. 
18).
Accordingly, a paradigm is the overall framework of scientific research since it says (a) 
what the subject of study of a discipline is; (b) the type of questions that should be asked 
about the subject; (c) the acceptable structure of these questions; and (d) how to interpret 
the results. Therefore a paradigm is more than a theory, it is a general perspective or a 
‘worldview’, that is a way of viewing the world under investigation (Patton, 1999). 
Nowadays the most diffused interpretation of social sciences is to recognize the presence 
of multiple and even competing paradigms informing a discipline (Blaikie, 1993; Burrell & 
Morgan, 1985; Guba & Lincoln, 2005; May, 1997): it is maintained the idea that a 
paradigm is the guiding approach of a discipline since it provides a general view of the 
subject of study, principles and codes of research, while it is refused the common adhesion 
of a single paradigm by all the research community (Corbetta, 2007).
Tourism is not a paradigmatic science in traditional terms (Echtner & Jamal, 1997), 
moreover - as shown clearly by Tribe (1997) following Hirst’s studies - tourism is neither a 
discipline nor a sub-discipline. It is a double ‘field of study’, nourished by various 
disciplines and also by the practitioners’ work: the field of tourism business studies and the 
field of the rest of tourism studies (or not business studies). A consequence of multi and 
interdisciplinarity of tourism studies is the presence of different epistemologies and 
paradigms. Among them the dominant currents are the postpositivism and the 
interpretivism. Since this thesis adopts a postpositivist perspective, a brief description of 
this paradigm follows.
5.2.2 Postpositivism as a relevant paradigm in social sciences
Since the beginning of the last century the epistemological debate has produced various 
currents of thought. They are mainly oriented towards a revisiting of the dominant theories 
but also connoted by a certain dispersion on very specific issues (Brianese, 1992). The 
dominant theories that have developed starting from the beginning of the last century are 
neopositivism (later postpositivism) and interpretivism (Geymonat, 1979). Neopositivism 
was developed in the thirties of the last century by the ‘Vienna Circle’ and evolved into the
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so called postpositivism from the end of the s ix t i e s wi th  a focus mainly on natural 
sciences. Almost symmetrically interpretivism originated in the work of the sociologist 
Max Weber and has philosophical roots in Dilthey’s theory and Husserl’s phenomenology; 
the focus here is on social sciences rather than on natural ones (Brianese, 1992; Sparti, 
2002).
Postpositivism has its foundations in the scientific method developed since the XVI and 
XVII century by Bacon, Galileo, and Cartesio and then followed by the positivist tradition 
with which postpositivism shares some key aspects, even if through a critical review. 
Basically the approaches that move within a positivistic idea of science share a conceptual 
framework characterized by (Corbetta, 2007):
the categories of scientific law, cause-effect, empirical test, and explanation;
the elaboration of techniques of observation and measurement that are mainly 
quantitative (also for qualitative phenomena) and operated through variables;
■ the use of mathematical analysis and statistical tools;
the adoption of inference procedures that move from individual events to universal 
essential properties (from the sample to the universe).
In postpositivism reality is still considered observable, measurable and to a certain extent 
objectively knowable; moreover, empiricism remains the methodological basis of this 
approach, leading to operationalization, quantification, and generalization. However, 
within this framework, the critical review proposed by postpositivism concerns various 
aspects. First of all the approach to scientific laws: if science has the objective to produce 
laws explaining reality, those cannot be considered certain but probable, moving from the 
original determinism to indeterminism. This for the recognition of some casualness or 
elements that cannot be predicted. If this applies to natural sciences, it is even more 
relevant for social sciences where the actions of collective and/or individual agents are 
under observation, thus introducing subjectivity and questioning the rationale of their 
actions (Barrotta, 2003). A second aspect of revision is introduced by Popper’s falsification 
theory: the empirism is maintained, however as a form of non-falsification of a theory
The leading exponents of the Vienna Circle are the philosophers Schlick and Carnap, the mathematician 
Hahn, the economist Neurath, and the physicist Frank, while postpositivism developed on the review of the 
neopositivism by Kuhn, Lakatos, and Feyerabend (Geymonat, 1979).
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more than verification. This questions even more strongly the concept of science 
(episteme) as ‘certain knowledge’, labelled as an ‘idol’ by Popper (1959). Third, the 
postpositivism recognizes that the empirical observation is ‘theory laden’ (Hanson, 1958) 
that is conditioned by the researcher’s socio-cultural background, and by the theoretical 
framework adopted (as seen above talking about paradigms).
Realism, objectivism, empiricism, experimentalism are all terms used interchangeably to 
refer to the approaches to science illustrated above: as a matter of fact, they are the 
keystones of the debate within the postpositivism paradigm, a paradigm which is 
considered dominant also in tourism studies, especially those concerned with economics 
and business issues (Song & Li, 2008), as this thesis is. However, when adopting it, it is 
relevant to consider two aspects: first the recognition that quantitative methodologies have 
limits in producing knowledge thus opening also to qualitative ones and to more holistic 
approaches, even though maintaining the primacy of the measurement and 
operationalization of reality (for this point see section 5.2.3); second that, because of this 
primacy, there is the risk of focusing exclusively on methods, falling in a literal application 
of mathematical and statistical tools sustained by the misleading conviction that data 
produce knowledge by themselves (Barrotta, 2003).
5.2.3 Quantitative and qualitative research: Alternative or complementary?
A major characteristic of postpositivism is the measurability of reality. Since Galileo, the 
traditional scientific method measures concepts to provide a definition. In other words, 
reality is defined through quantitative characteristics and, as such, known through 
‘operative concepts’. Even when qualitative aspects are admitted within the positivist 
world, those are generally transformed into variables or measures.
Quantitative research is generally performed through large quantitative datasets built on 
secondary data or through surveys and questionnaires that operationalize concepts 
transforming them into variables. This allows testing validity, assuring replicability, and 
maintaining the observer neutrality (Bryman, 1984). Econometrics provides the magnitude 
and direction of the relationship among variables looking for causality (Hair, Anderson, 
Ronald, & Black, 1998).
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However, there is growing consensus on mixing methods and triangulating them, 
considering stand-alone methods weak and fallible in representing the complexity of 
socioeconomic phenomena. Following the definition proposed by Decrop (1999, p. 158): 
‘Triangulation means looking at the same phenomenon, or research question, from more than 
one source of data. Information coming from different angles can be used to corroborate, 
elaborate or illuminate the research problem. It limits personal and methodological biases and 
enhances a study’s generalizability’.
To be more precise, triangulation does not refer exclusively to mixing methods or data 
sources. Denzin’s types of triangulation are the most cited, namely: triangulation of data 
sources, investigators, theories, and methods (Decrop, 1999; Yeung, 2003). The first 
means using different sources of data to investigate the same phenomenon; the second 
means confronting data collection and findings of different observers; the third refers to 
having insights from different perspectives, and it is especially important for topics 
influenced and studied by different theories; the last one is meant to verify if different 
methods arrive at complementary findings.
It is important to note that from a methodological perspective triangulation can support the 
findings of a study if three criteria are followed: validity in explanation, reliability of data, 
and reflexivity of approach (Decrop, 1999; Yeung, 2003). While validity refers to the 
appropriateness of research process and tools in explaining the phenomena under 
observation, and reliability to the replicability of findings, reflexivity refers to the 
possibility of the researcher to reflect on their role within the process (in other words this is 
connected with the confirmability or objectivity of the results).
5.2.4 Epistemological and methodological assumptions of this thesis
According to Tribe (1998) (see section 5.2.1), we can assert that this thesis concentrates on 
a typical example of interdisciplinarity in tourism, that is the concept of ‘tourism 
destination competitiveness’, studied by adopting methodology and methods from tourism 
research and from economic geography, as stated in the conclusions of the literature review 
dedicated to the theoretical framework of the study (see section 4.6). The cross fertilization 
with regional economics and business studies applied to territories is considered important 
for their long tradition in territorial competitiveness research. The relevant aspects 
emerging with regard to epistemology and methodology are at least two.
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First of all, the major part of studies on competitiveness moves within a positivist 
paradigm, providing a measure of competitiveness or at least a conceptualization leading 
towards its measurement (see chapter 3). The same can be said also for tourism studies 
dealing with the competitiveness of tourism destinations. Regional studies are more 
advanced in operationalizing territorial competitiveness, in particular in looking for a 
nexus between the determinants of competitiveness and its outcomes. Furthermore, they 
tend to reduce complexity, focusing on the study and measurement of what they consider 
the key determinants of competitiveness instead of a great number of factors. Following 
this stream of research, the purpose of this thesis is to advance knowledge about local 
tourism destination competitiveness detecting the most recurrent factors in previous 
tourism literature and moving towards a confirmation of the construct within the 
‘determinants-outcomes’ framework. The empirical test of the explanatory power of a 
construct is relevant in theory building and still lacking in tourism research on destination 
competitiveness (Mazanec & Ring, 2011; Mazanec et al., 2007), in particular at local level 
(Dwyer & Kim, 2003). As such, this thesis adopts the assumptions and methodology of 
postpositivism, as the paradigm coherent with research questions looking for ‘explanation’ 
and ‘theory empirical testing’.
5.3 From the methodological assumptions to the adoption of 
appropriate research methods for data analysis
Given the epistemological and methodological framework depicted in the previous part of 
the chapter, the aim of this second part is to go through all the technical aspects pertaining 
to the analysis. More in detail, sections 5.4 and 5.5 define the research process, or the 
appropriate steps, to be followed in order to answer the research questions posed by this 
thesis and the research boundaries that characterize it. Consequently, the technical research 
tools that can support the process are discussed and the most appropriate are selected 
(sections 5.6, 5.8, 5.9 and 5.10). In these sections the main results of the preliminary steps 
of analysis are also reported because of their influence on the choices concerning the 
analytical tools applied to this research. Concomitantly, the issues related to the field of 
observation and data collection are examined (section 5.7). In conclusion the most relevant 
issues related to the methods of analysis that emerged in the chapter are discussed (section 
5.12).
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5.4 Research questions and propositions
The research questions, which are exposed in detail in conclusion of the literature review 
(see section 4.6), are here repeated in order to show the link with the overall research 
design and process. Within the broad subject ‘local tourism competitiveness’, this study 
aims at answering the following questions:
Ql: what are the defined concepts (dimensions) of local tourism competitiveness?
Q2: how can the defined concepts (dimensions) of local tourism competitiveness be 
operationalized and thus measured?
Q3: is there empirical evidence of the conceptual assumptions on local tourism 
competitiveness?
Q4: if yes, are some dimensions of competitiveness more relevant in order to explain the 
performance of a tourism destination?
Some of these questions can be subjected to proposition testing (Q3, Q4, and partially Q2), 
while the others cannot because of their nature. Details on the process to answer the 
research questions and test the related propositions are exposed in the following pages. 
Some of the propositions are expressed in general terms which cannot be further defined 
until the analysis is completed.
The first question (Ql) refers to the dimensions that define the concept of competitiveness 
(also called the ‘defined concepts’). As seen in the literature review the theoretical 
construct of competitiveness is broad and extensively discussed. Therefore it does not 
seem relevant to produce additional conceptualization, rather the existing literature is used 
in order to identify the factors that recur consistently. They are assumed as the basic 
concepts of the construct, both in terms of determinants and outcomes (see section 5.5). 
even though it must be taken into account that there is not an assessed overall model of 
local competitiveness. The second question (Q2) is related to the previous one and aims to 
create a quantitative measurement tool by which the competitiveness of destinations can be 
measured, considering that empirical research on objective measures of competitiveness is 
at an early stage and there are not commonly used measures. This question is then 
answered fi*om an operational perspective to obtain measurable and comparable 
competitiveness variables and indicators (see section 5.5). Once the dimensions of
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competitiveness (Ql) and their measures, or indicators, (Q2) are decided, the significance 
of this tool of measurement is verified. This responds to the first proposition:
PI -  The indicators are significantly associated with the dimensions o f competitiveness 
that they measure.
Proposition 1 basically confirms that local tourism competitiveness, as a complex 
construct, is made up of several dimensions. These cannot be measured directly, rather 
they are approached indirectly through a measurement fi*amework built up on a set of 
indicators that operationalize the overall concept. However, at this stage of research there 
is no the empirical evidence to affirm that the performance of a destination depends on 
these dimensions, thus they should not be properly named ‘determinants’ at this stage. 
Therefore, the third and fourth questions (Q3-Q4) examine the empirical evidence that the 
dimensions assumed as the building blocks of tourism destination competitiveness have 
explanatory power. Question 3 and 4 are therefore tested through the following 
propositions:
P2 -  Local destination competitiveness is directly related to local destination performance.
This proposition is fundamental since it tests the existence of a relationship among the 
multifaceted factors that define the complex concept of competitiveness and the 
performance of the destination. At this stage the dimensions (defined concepts) of the 
competitiveness construct can be properly be addressed also as ‘determinants’.
P3 -  Competitiveness may depend on a limited number o f dimensions, influencing the 
overall performance o f a destination.
This proposition is general since it depends on the results of the previous steps of analysis, 
therefore it will be redefined further in the research process. Its aim is to verify whether all 
the considered dimensions are relevant in explaining competitiveness or if a restricted 
number of them is sufficient. The relevance of this passage is to reduce complexity.
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5.5 Research Boundaries
For a better comprehension of the entire research process and of the findings, the 
boundaries of this study require to be fixed. Since the subject of this study is potentially 
large, a number of boundaries are needed to make it focussed and controllable.
5.5.1 The perspective of this study: Objective vs subjective competitiveness
As debated in detail in the literature review, the concept of competitiveness is complex and 
admits several perspectives of study, both in terms of disciplines and of approaches. In the 
conclusion of the literature review the theoretical framework of this thesis has been located 
within tourism and regional economics studies (see section 4.6). Moreover the importance 
of considering the competitive advantage built on the resource endowment of a place has 
been agreed, since the literature shows how this allows a long term perspective leading to 
growing prosperity.
The approach to tourism destination competitiveness proposed here moves from the 
observation that the concept can be understood either from an objective or a subjective 
perspective (Dubini, 2007; Dwyer & Kim, 2003; Ritchie & Crouch, 2003). The former is 
the one here adopted and can be referred as ‘revealed competitiveness’ (Gardiner et al., 
2004), that is the examination of local factors determining and enhancing competitiveness 
(determinants) and the resulting economic performance (outcomes). The determinants are 
the factors that a destination possesses (comparative advantage) as well as the results of 
specific actions to improve its potential. As shown in Figure 5-2 the determinants are the 
‘factors’ that a destination processes (the comparative advantage as earlier described as 
resource endowment) and the ‘actions’ (competitive advantage or the created resources by 
local institutions and firms). Most of the research focuses on factors, but some actions are 
measurable and measured. These actions are also included in this study.
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as  REVEALED 
COMPETITIVENESS
Figure 5-2 The measurement o f  competitiveness as a complex concept.
As far as performance is concerned, this is shown as tourism destination competitiveness in 
Figure 5-2. This can be viewed in two ways. On the subjective side, this is named 
‘perceived competitiveness’ and refers to how competitiveness is interpreted by local 
agents, whether they are tourists (such as in Dwyer et al., 2004; Kozak & Rimmington,
1999) or operators (Enright & Newton, 2004; Enright & Newton, 2005; Gomezelja & 
Mihalic, 2008). This is not included in this study. Objective competitiveness can be 
measured by a number of objective indicators (Dwyer & Kim, 2003; Gooroochum & 
Sugiyarto, 2005; Mazanec et al., 2007; Ritchie & Crouch, 2003). This is referred to here as 
‘revealed competitiveness’. However it is relevant to notice that the evaluation of the 
consistency between subjective and objective competitiveness can represent an important 
further development of the results that will be here achieved.
5.5.2 The choice to use secondary data
The distinction between actions and factors, as well as between subjective and objective 
perspectives on the topic, determines also the choice of the appropriate measurement items 
to be used. In this thesis attention is given the objective side of the concept. The explicit 
choice is to use statistical secondary data derived from official sources to measure it.
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As seen in the business and economics literature, there are various examples of 
measurement of territorial competitiveness through statistical secondary data, referring to 
the revealed competitiveness of a place (Deas & Giordano, 2001; Gardiner, 2003; Gardiner 
et ah, 2004; Huggins, 2003) that allow a comparison of a large number of territories and a 
better understanding of possible different patterns of local competition. In general, 
secondary data datasets are assuming increasing importance in empirical research in 
economics. On the contrary, in the tourism literature there are attempts of measurement 
that refer mainly to the perceived competitiveness (subjective side), either of tourists or of 
operators (Dwyer & Kim, 2003; Enright & Newton, 2004; Enright & Newton, 2005; 
Gomezelja & Mihalic, 2008; Kozak, 2002; Kozak & Rimmington, 1999). This may be 
useful in order to understand why the tourism demand is attracted by specific destinations 
and how the local operators perceive the factors that are strategic for the destination where 
they are located. However a comparison among a large number of destinations and an 
objective description of competitiveness is not possible following these approaches. On the 
other hand the analyses performed on the WTTC and WEF competitiveness monitor 
(Gooroochum & Sugiyarto, 2005; Mazanec & Ring, 2011; Mazanec et al., 2007) adopt a 
large-scale secondary data approach.
Even though the use of secondary data collected from official sources limit the spectrum of 
factors that can be measured, thus determining a restricted descriptive power, the 
advantages of operating on secondary data are straightforward if empirical test is the aim 
of research (Corbetta, 2007): a large-scale dataset can be built, thus providing a significant 
sample of observation for proposition testing, moreover the use of official statistical 
sources guarantees data homogeneity through observations. This second aspect is 
especially guaranteed when the units of observation are within the same country since data 
are consistent through all the observations, while cross-country secondary datasets may 
have pitfalls due to inconsistencies in terms of methodologies of data collection and data 
quality (Hansmann & Ringle, 2005).
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5.6 Definition and operationalization of dimensions of 
competitiveness
This section refers to the steps related to the first two research questions (Ql and Q2). 
Within the research boundaries fixed in the previous section and starting from the existing 
conceptual models of tourism competitiveness, coupled with the insights offered by 
regional studies, a framework of dimensions'^ and outcomes of competitiveness and of 
indicators meaningful to describe them are here proposed. As shown in chapter 3, both 
regional economics and tourism studies converge in considering the concept of territorial 
competitiveness as multifaceted and not reducible to a single factor. Although there is a 
certain convergence in the identification of the conditions in which territories can achieve 
tourism performance, the debate is still ongoing. Tourism studies, in particular, have 
produced two consistent comprehensive approaches to destination competitiveness (Dwyer 
& Kim, 2003; Ritchie & Crouch, 2003) that, however, do not model the relationship 
among the various factors considered. In addition, the authors themselves underline the 
need to further explore their applicability at different territorial levels and the fact that the 
evaluation of the concept of local competitiveness requires appropriate measures to be 
empirically assessed. In addition, a number of studies (that will be referred to and 
discussed in detail in the following two sub-sections, 5.6.1. and 5.6.2) deal with various 
aspects that have an impact on the performance of a destination but considered 
individually, thus not recognizing the multidimensionality of competitiveness. This study 
proposes a framework to measure competitiveness that systematizes the various 
contributions of previous studies in terms of both indications about factors relevant for 
competitiveness and possible indicators to measure them. In building on the conceptual 
and methodological advancements of previous research, this study attempted to 
acknowledge the stated relevance of the local level that imposes the use of specific factors 
and measures, just partially in common with country level studies (Mazanec & Ring, 
2011; Mazanec, et al., 2007), while contextually framing the complex nature of the 
construct.
17 As seen above they cannot be properly named ‘determinants’ or ‘constituents’ at this stage, rather 
‘dimensions’.
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As both the dimensions/outcomes and their indicators are chosen for their soundness and 
consistency in the literature, at the same attention is given also to availability since - as 
justified in section 5.5.2 -  the explicit choice of this research is to use secondary data 
provided by official sources. This reduces the potential set of indicators but it allows 
proposing operationalizations of the dimensions and outcomes of competitiveness that can 
be measured through comparable data among a high number of cases.
Another issue is reflexivity. In the methodology section, reflexivity emerged as a criterion 
of research (section 5.2.3). Quantitative research is generally not interested in this issue 
since the neutrality of the observer is assumed (Yeung, 2003). However epistemological 
realism has shown clearly the mediation of the researcher even in the quantitative process. 
The choice of the dimensions and outcomes, as of the indicators to measure them, is 
evidence that the subjectivity of research is not eliminable and research is theory-laden 
(Sayer, 1984). In order to make the choice as neutral as possible, the methodology here 
assumed is therefore triangulation (see section 5.2.3). Triangulation is twofold: it is 
triangulation of different theories and studies on the same subject and it is also an open and 
constant confrontation with other researchers*^. The latter, of course, is not what is 
properly called triangulation of researchers, meaning having more than one researcher 
involved in the study, which is not feasible in a PhD thesis, however it is a recognition of 
the importance of the ‘scientific community control’ over the research process (Corbetta,
2007).
The dimensions with their indicators and then the outcomes with their indicators are 
described in the following two sub-sections.
The choice of determinants and outcomes has been discussed mainly with the supervisors of this thesis. 
Moreover a preliminary and rough proposal was presented and discussed at the T* workshop of the Regional 
Studies Association -Working Group on Tourism, Regional Development and Public Policy’s, 2-4 April 
2008, Izmir. In addition, open and informal talks with other researchers have been useful, and I thank all of 
them, in particular with: Prof. Magda Antonioli, Dr Giovanni Vigano, and Dr Rodolfo Baggio Bocconi 
University; Dr Sandro Formica, University of Florida; Prof. Ernie Heath, University of Pretoria; Dr Noel 
Scott, University of Queensland; Dr Karl Wober, Modul University and co-author of a relevant article for this 
thesis (Mazanec et al., 2007). Of course the choice of dimensions and outcomes remains responsibility of the 
author.
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5.6.1 Dimensions of local tourism competitiveness
The dimensions of local tourism competitiveness are latent dimensions since there is no 
direct measure for any of them and consequently they are operationalized through a set of 
indicators. In this section we describe the latent dimensions and their indicators and 
provide justification for their choice. Subsequent steps will be testing the indicators in 
order to confirm that they are adequate to measure the dimensions and that in turn the 
dimensions are correlated with the latent construct of tourism destination competitiveness 
(Preposition 1 - PI).
Dimension 1 -  Tourism Industry Structure. Accommodation is here chosen as a proxy for 
the overall local tourism industry. This is for two reasons: first, data on other 
complementary services are basically not available and it is therefore accepted in tourism 
studies to use accommodation data as representative of the whole sector (Such & Zamora, 
2006); second, every destination has its specific composition of firms ascribable to tourism 
and this cannot be settled in general terms (see chapter 2). On the other hand, 
accommodation is a core tourism industry (see chapter 2), highly representative of the 
sector, and it has been proved that ‘the characteristics of hotels can affect destination 
competitiveness’ (Molina-Azorin et a l, 2010, p. 1). Since the simple number of 
accommodation facilities is not considered information sufficient to represent the 
competitive advantage of local destinations, the reference is to the characteristics, or 
structure, of the tourism industry. This is operationalized in terms of ‘density of tourism 
firms’, their ‘average dimension’, and ‘quality level’:
" In regional studies business density is framed as a competitive factor for local areas 
(Huggins, 2003). In tourism, it is a proxy commonly used to measure the overall 
tourism propensity of a destination or -  in other words -  how much tourism is 
developed within a specific area (for a review see Huan & O’Leary, 1999). A recent 
study of the European Union shows how growing levels of tourism density ‘induce 
structural change in the accommodation sector that will incontestably raise quality 
and improve its competitiveness’(EU, 2007, p. 35). The density of tourism firms can 
be gauged in relation to both the population and other firms. As will be described in 
detail in section 5.6.2, both measures will be adopted since tourism destinations can 
be very different to each other in terms of number of inhabitants (from low populated
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areas to urban centres) and economic structure (from very dependent on tourism to 
very diversified areas).
■ The average dimension of tourism firms, in terms of labour and fixed capital, is 
included in the framework since it tends to have a direct correlation with occupancy 
rates (CSC, 2007) and with profitability (Keller & Bieger, 2007). In addition, a direct 
correlation between firms’ dimensions and innovation levels has been tested in 
tourism (Sundbo et al., 2007). This is consistent also with regional studies which 
consider the presence of SMEs and the level of employment (the human capital) in 
studying the competitiveness of regions (see among the others Deas & Giordano, 
2001; Pike et al., 2006). Moreover, human capital is particularly relevant in labour 
intensive sectors (Gooroochum & Sugiyarto, 2005; Smeral, 2003), such as tourism. 
Both the number of employees and bed places are used to measure the size of 
tourism firms as proxies of labour and fixed capital.
Quality is consistently recognized as a competitive factor because of its relation with 
customer satisfaction (Go & Govers, 2000) and productivity (Hu & Cai, 2004; Wang 
et al., 2006); moreover, quality leads to economics of reputation sustaining premium 
prices which tend to minimize the risk of quality deterioration (Keane, 1997). Even 
though quality is a complex concept, difficult to grasp just through secondaiy data, 
Keane’s study suggests that information on quality as provided by hotel classification 
is a key aspect to guarantee premium prices to destinations, thus this can be 
significantly used as a measure for the overall quality level of accommodation. 
However it has to be recognized that this is just a proxy and that it is not necessarily 
fully consistent across territories (as discussed for instance in chapter 2 with regard 
to Italy). Other indicators could be more appropriate, such as the type of ownership 
and in particular the affiliation to specific brands, however it is problematic to find 
reliable and extensive statistical data on these types of information.
Dimension 2 -Nature o f Tourism Demand. Following Porter’s studies indicating the 
relevance of demand in pushing firms’ improvement and innovation (Porter, 1990a, 1998,
2000), this is here operationalized in terms of wealth and level of internationalisation:
Porter refers to local demand, but in tourism it is the ability to attract the demand to 
the destination that is relevant. Therefore the presence of a wealthy demand is
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assumed as a factor pushing firms and destinations to constantly upgrade and 
innovate (Dubini, 2007).
In addition, as in the general literature, in tourism research international demand is 
mainly evaluated in competitiveness and growth studies (see for instance Balaguer & 
Cantavella-Jorda, 2002; Divisekera, 2003). This generally applies to countries but it 
is here considered relevant also for local areas, not just because of local patterns of 
international expenditure, but also because it is assumed to be a proxy of the level of 
tourism image and reputation of a destination. This second aspect refers to Dwyer 
and Kim’s (2003) model that states that the level of awareness, perception and 
preferences of demand is a dimension of destination competitiveness. Of course, 
these are subjective factors and, as such, demand statistics are just proxies.
Dimension 3 -  Destination Governance. In the review of the literature on tourism
destinations and on destination competitiveness (see Chapter 1 and 2), the growing
attention to the policy and management of territories was highlighted. It emerged how
tourism destinations are a system of private and public activities, and that this calls not just
for the government of territories but also for their governance, with public institutions
more responsive of the effective needs of the local stakeholders and with negotiated
relationships among public and private actor. As a matter of fact, the public involvement in
tourism development is essential for long-term competitiveness, mainly in terms of image
promotion, maintenance, and development of attractive resources, and infrastructure
management (Dwyer & Kim, 2003; Enright & Newton, 2004; Ritchie & Crouch, 2003;
Thomas & Thomas, 1998). Moreover cooperation is increasingly recognized as a key
driver of success, since it creates economies of agglomeration and positive externalities
(Antonioli, 1999; Becattini, 1990; Krugman, 1991; Porter, 1998, 2000; Fyke &
Sengenberger, 1992; Smeral, 1998). Cooperation in tourism can lead to additional visitor
expenditure at the destination (Dwyer & Forsyth, 2003), it can influence hotel performance
through production efficiencies and demand increase (Kalnins & Chung, 2004), and it has
effects on the overall quality of a destination (Huybers & Bennett, 2000). It is also
highlighted that ‘to achieve destination competitiveness, the efforts of a large and diverse
number of tourism stakeholders must be brought into effect’. These two aspects, public
involvement and cooperation, are here synthesized as the governance of the tourism
destination. This is aligned with regional studies assuming the governance of territories,
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also through private participation, as one of the most important aspects of local growth and 
competitiveness (for a review see Pike et a l, 2006). Accordingly, in this study the tourism 
governance is measured through the public expenditure on tourism, assumed as a proxy of 
the level of involvement of local authorities in the sector, and through the presence of 
various typologies of local tourism networks (consortia, associations, and so on).
Dimension 4 — Skilled Human Resources in Tourism. In the first dimension the human 
capital (number of employees) was introduced, in addition in regional and tourism studies 
there is evidence of the relevance of a skilled labour force for firms and territorial 
competitiveness (Airey, 1999). Regional and business studies show that tangible assets no 
longer provide sustainable competitiveness and instead intellectual capital emerges as a 
key friture basis of sustained competitive advantage (Rodriguez & Pablos, 2003). As 
pointed out by Smeral (2003):
‘The ‘New Growth’ theory supplies explanations o f  how highly developed countries and 
regions can still achieve relatively high tourism growth rates and productivity increases by 
focusing investment on human capital’ (p.81).
Accordingly, the presence of skilled human capital is here operationalized through 
education and training:
■ It is consistent with the literature to measure the presence of skilled human capital 
through the students enrolled in high and higher education (Deas & Giordano, 2001; 
Gardiner, 2003; Gardiner et a l, 2004; Huggins, 2003; Pike et a l, 2006). In tourism, 
specific education instead of general is considered (Cracolici et a l, 2008).
In addition a measure of investment in training by tourism firms is introduced 
accordingly with Blake and Campos-Soria (2006) who argue how training is 
fundamental in improving tourism firms’ productivity and the overall 
competitiveness of destinations.
Dimension 5 -  Tourist Attractors. Tourism resources (or attractors) are core since they 
generate the demand representing the reason for travelling (Weidenfeld et a l, 2009). As 
Enright and Newton (2004) note:
‘A  far better picture o f a destination’s competitiveness in the tourism industry emerges when 
one combines an analysis o f “ traditional”  tourism attractors with business-related factors based 
on general models o f  competitiveness’ (p. 785).
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Tourism attractors are of various typologies and their number at a destination may be quite 
high, but environmental and cultural resources tend to be evaluated as the most relevant in 
terms of attractiveness (Gunn & Var, 2002; Huybers & Bennett, 2000). A measurement of 
the endowment of natural and cultural resources consistent with other approaches to 
tourism competitiveness is therefore adopted here (Cracolici et al., 2008; Gooroochum & 
Sugiyarto, 2005; Mazanec et al., 2007).
Dimension 6 -  Tourism Supporting Factors. It is broadly accepted that the physical capital 
plays an important role in raising productivity and competitiveness by providing 
equipment and infrastmcture and facilitating the introduction of new technology. This is 
assumed also in tourism studies on competitiveness (Dwyer & Kim, 2003; Ritchie & 
Crouch, 2003)
Physical capital is measured through traditional indicators, namely accessibility, 
technological infrastmcture, and credit and finance. The latter is not generally used 
in tourism studies but in regional economics it is included as a business facilitating 
factor and it is related to growth (Hermes & Lensink, 2003; IMD, 2012).
■ In addition to the physical capital, environmental issues are considered a relevant 
supporting factor for tourism destinations. The life cycle model shows clearly how 
the focus of destinations just on growth of stmctures and infrastmcture coupled with 
demand growth challenges their possibility to remain attractive in the long mn 
(Butler, 1980; 2006). Environmental damage is among the most evident negative 
effects of uncontrolled tourism growth. On the other hand, the environmental quality 
of a destination has emerged as a potential factor in increasing the willingness of 
tourists to pay (Huybers & Bennett, 2000). Accordingly, environmental management, 
such as certifications and accreditation schemes, is considered a relevant factor of 
destination competitiveness (Mihalic, 2000) both in terms of image and because 
environmental practices of tourism firms and organizations produce externalities 
benefitting the destination as a whole (Calveras & Vera-Hemanadez, 2005). As such 
the commitment of local operators in adopting environmental practices is measured 
through the adoption of certifications and eco-labels. It has to be noted that the focus 
here is on environmental management practices (green management) that support the 
overall quality of the local environment, while the environment in itself, meaning the
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presence and quality of natural resources, is considered an attraction and is included 
in dimension 5.
Dimension 7 -  Price o f Tourism Services. Finally price competitiveness is the last 
dimension employed to operationalize the construct of tourism destination competitiveness 
at local level Price competitiveness is not sufficient by itself in explaining the competition 
among destinations, unless - as proved clearly in ‘hedonic price analysis’ (Mangion et a l, 
2005; Papatheodorou, 2002) - we assume that destinations are identical for any other non­
price characteristics. Nonetheless prices remain a relevant factor in the competitiveness 
debate because of the price sensitiveness of demand (Durbarry & Sinclair, 2003; Song et 
a l, 2003). Prices are here included in the measurement framework through two indicators:
(a) the average prices of hotels and (b) the growth of the tourism consumer price index that 
comprises a basket of tourism services provided at destination level. As such it is more 
comprehensive than just hotel prices and it also allows the introduction of a dynamic 
perspective in the study. Tourism studies have dealt mainly with price competitiveness at 
country level as a key determinant in explaining the performance of nations on tourism 
international demand (Dwyer et a l, 2001). Factors such as exchange rates and taxes are 
relevant in determining differences among countries. At regional/local level these factors 
do not apply (with the exception of taxes on room prices that can be applied locally and the 
like), and the differences are more related with local variables (such as the level of 
attractiveness of an area).
The dimensions of tourism competitiveness, and the indicators proposed to measure them, 
are synthesised in Table 6-1 at the end of the next section.
5.6.2 Outcomes of local tourism competitiveness (Destination Performance)
Turning to the outcomes, in regional economics competitiveness is generally evaluated 
through either GDP per capita or productivity: the former is more suitable to express the 
prosperity of a territory, the latter the performance. Among the possible measures of 
productivity, the most common one is ‘output per employed worker’ or ‘output per hours 
worked’ or ‘outputs per unit of inputs’ (Blake & Campos Soria, 2006; Gardiner, 2003; 
Gardiner et a l, 2004). Moreover, when specific sectors are considered, the gross value 
added (GVA) is used instead of the GDP. However the investigation of the data sources
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shows how the GVA of tourism is not available at local level (NUTS3)^^ and even at 
regional level (NUTS2) it is generally collected together with other services, making it 
impossible to attribute a specific value to the sector. The proposal is then to estimate the 
success of a tourism destination through the following measures that are generally used to 
compare the performance of tourism destinations:
Outcome 1 - Market share
Outcome 2 - Occupancy levels
Outcome 3 - Tourist expenditure at destination
Very often the market share is the only measure used, and in tourism studies it is 
consistently associated with competitiveness (see among the others Dwyer & Forsyth, 
2003; Mazanec et al., 2007; Smeral & Witt, 2002), but it risks being weak if not coupled 
with other metrics. Therefore it is here proposed to use also the tourist expenditure at 
destination (Song & Li, 2008) and the occupancy rates (Molina-Azorin et al., 2010). With 
regard to the latter Cracolici, Nijkamp, and Rietveld (2008) use the bed nights per 
population, however the occupancy rates seem to express strongly the performance side of 
competitiveness. As a matter of fact, the occupancy rate has resulted to be the most 
meaningful contribution to the total factor productivity of tourism establishments^® (Roget 
& Rodriguez Gonzalez, 2006). The use of these outcome indicators allows combining the 
evaluation of the ability to attract visitors (market share) to the evaluation of the ability to 
build economic performance on it (expenditure and occupancy rates). This is because the 
local performance side of tourism competitiveness is here the focus (economic outcomes), 
rather than the local prosperity (target outcomes). The latter would open to include in the 
measurement variables other than economics in order to reveal what in the literature 
review has been named as the ‘target outcomes’ of competitiveness (that is standards of 
living and quality of life). Of course other measures of performance exist, such as customer 
satisfaction (Kozak & Rimmington, 1999). However this represents a marketing approach 
rather than an economic one and moreover it does not fit with the objective to use 
hard/secondary data in order to compare a large number of destinations.
19 We refer here to Italian official tourism statistics and to the Eurostat statistics.
REV-PAR could be a more accurate measure but this information is not available in official sources and at 
large scale. Moreover REV-PAR represents a measure of performance at firm level while here the macro 
level is considered and occupancy rate is the widely accepted indicator.
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5.7 Domain of observation and the construction of the dataset
The following step in the research consists of empirical observation and measurement of 
the above dimensions and indicators, in order to test the propositions produced in section 0.
5.7.1 The Italian provinces (NUTS3) as domain of observation
The choice of Italy as the domain of this study is justified in chapter 4 and mainly refers to 
its leading role in the tourism marketplace coupled with the fact that significant differences 
in terms of tourism development are noticeable at local level. As already seen in the 
literature review, NUTS3 areas (which correspond to provinces in Italy) are considered the 
appropriate territorial level of study: even though they do not correspond to the lowest 
territorial level -  since they are an aggregate of territories instead of single local 
destinations - and even though they correspond to administrative boundaries rather than 
natural boundaries, nonetheless they are the smallest territorial level of study where a 
reasonable set of information is given. Moreover — very often — provinces are characterized 
by the presence of a dominant tourism destination (or a few tourism destinations for the 
largest provinces). As such, tourism data at province level largely represent the dominant 
sub-provincial one/s.
Once the indicators used to operationalize the concept were decided, a pre-feasibility step 
consisted of a careful analysis of the relevant official data sources in order to guarantee the 
availability of sufficient information. As in any study dealing with a wide range of factors, 
the lack of data is a common limit and it is therefore important to assure sufficient data to 
measure the indicators with reasonable precision (Bagozzi, 1980).
The Italian sources of official data and statistics (for a general description see chapter 4) 
were suitable to build a satisfactory territorial large-scale dataset. Various sources were 
consulted and the ones used to collect the raw data necessary to build the dataset are 
detailed in the next section.
5.7.2 The dataset
The final dataset is made up of 18 composite indicators (15 input indicators and 3 output 
indicators) built on 38 total variables per 103 observations corresponding to all the Italian
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Provinces^\ Data refer to 2009 when not otherwise specified. There are no missing data 
except for the indicator ‘variation of the tourism consumer price index (CPI)’. In this case, 
the official statistics on ‘tourism CPI’ do not provide full coverage of all the Italian 
provinces due to inconsistency of data collection in some territories. Data are completely 
missing for 13 provinces, while another 10 provinces just some years are missing. The 
average CPI of the other provinces that are part of the same region is used to replace the 
missing CPIs.
Dimensions
While the assumptions and the reasons that guided the identification of the dimensions of 
local competitiveness and their operationalization were explained in detail in the previous 
section, the technicalities for the construction of the dataset are reported here. Table 6-1 
provides a synthetic overview of all the measurement items included in the dataset.
Following Gooroochum and Sugiyarto (2005) the dataset is normalized through the
Minimum-Maximum formula normalization all
the values are ranged between 0 and 1 and the effects of outliers -  which can affect 
parameter estimation (Becker, Ringle, & Volckner, 2009) - are reduced while maintaining 
the order of the observations.
(1) The dimension ‘Tourism Industry Structure’ (TIS) comprises three indicators, namely:
(1.1) tourism density (TISden), (1.2) tourism firms’ dimension (TISdim), and (1.3) 
accommodation quality level (TISqua).
(1.1) ‘Tourism Density’ measures the level of diffusion of the tourism industry in the 
province. Tourism density is a composite indicator obtained by averaging the 
normalized values of: (1.1a) bed places in relation to the population size of the area 
(1.1b) tourism firms in relation to the total number of firms of the province, (1.1c) 
the absolute number of bed places and (1. Id) the absolute number of tourism firms. 
Both absolute numbers and ratios are used to create the composite indicator. As we 
will see, this choice is made also for other variables and it is justified by the need to
Italian provinces are 118 currently, however data refer to 2009, the last year where the full set of data was 
available and, at that time, the number was lower.
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have absolute measures that give direct comparison of all the provinces and ratios 
that determine the relevance of the various tourism phenomena observed for the 
single units of observation. In other words, when unweighted on local measures 
(such as population size), the variables gauge local performance on the item relative 
to the whole, while when weighted they measure the presumed local effort on it. 
Sources fo r  data collection: ISTAT\ Tourism Statistics and Territorial Statistics.
(1.2) Tourism firms’ dimension is a composite indicator measured by the average of 
the following normalized variables: (1.2a) the average number of bed places and 
(1.2b) the number of employees in the tourism accommodation sector. The average 
number of bed places of hotels and the average number of bed places of other types 
of accommodation are kept distinct. This is because data analysis shows that they 
tend to be quite different and that some provinces are characterized by the 
predominance of specific types of accommodation. Sources fo r  data collection: 
1ST AT, Tourism Statistics and Territorial Statistics.
■ (1.3) The quality level of accommodation is measured using five and four-star hotels 
as a proxy. Again, this is a composite indicator obtained by averaging the normalized 
values of: (1.3b) the absolute number of bed places in five and four star hotels (the 
sum of the two) and (1.3a) the ratio of five and four star bed places with the 
downside of the classification rate (one plus two-star hotels). The choice to exclude 
three-star hotels is determined by the fact that they represent the average quality 
level. Sources fo r  data collection: ISTAT, Tourism Statistics.
(2) The dimension ‘Tourism Demand Nature’ (JTMIT) comprises three indicators:
■ (2.1) wealth of tourism demand (DMNWEAa), measured as the weighted average of 
the PPP adjusted GDP of international origin markets. Just the main origin markets 
(meaning the origin markets that represent at least 51% of the total international 
arrivals of the unit of observation) are taken into account. Sources fo r  data 
collection: ISTAT, Tourism Statistics and International Monetary Fund (IMF), 
Country Outlooks.
ISTAT is the National Statistics Office.
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■ (2.2) the degree of internationalization of tourism demand (DMNINTa), gauged by 
the ratio of international arrivals to the total number of arrivals to the province. 
Sources fo r  data collection: ISTAT, Tourism Statistics.
(3) The dimension ‘Destination Governance’ (GOV) is evaluated through the level of 
public investments in the tourism sector (GOVpub) and the attitude to cooperation of 
tourism stakeholders (GOVcop):
(3.1) the public investment in tourism is measured by a composite indicator of the 
level of public expenditure for the tourism sector. The expenditure, which is derived 
from the Final Balance Sheets of the Italian provinces, is at two levels: (3.Id) for 
people employed by the public sector with tourism functions and (3.le) for all the 
other expenses dedicated to tourism, employees excluded. These two levels are 
calculated also in relation (3.1a) to the overall public expenditure for its personnel 
and (3.1b) for all the economic sector. Finally, a measure of the economic efforts of 
public bodies compared to the diffusion of the tourism sector within their territories 
is given by (3.1c) the average public expenditure per bed place. The composite 
indicator, thus, is the average of the normalized values 3.1a, 3.1b, 3.1c, 3.Id, 3.le. 
Sources fo r  data collection: Ministry o f the Public Function, Observatory o f the 
Public Finance -Provincial Final Balance Sheets.
(3.2) a proxy of the local attitude to cooperation is a composite indicator obtained by 
averaging the normalized values of the number of consortia, both in absolute terms 
(3.2b) and (3.2a) in relation to the total number of tourism firms. Sources fo r  data 
collection: Local Tourism Bodies.
(4) The dimension ‘Skilled Human Resources in Tourism ’ (SHR) comprises two 
indicators:
(4.1) Education in the tourism field is measured by the composite indicator 
(SHRedu) of (4.1a) the number of students enrolled in tourism high schools and in 
(4.1b) tourism higher education. Sources fo r  data collection: MIUR {Ministry o f  
Education, University, and Research ) -  Data on Italian Schools and Universities.
■ (4.2) Investments in training (SHRtm), gauged by the composite indicator obtained 
by averaging the following normalized variables: (4.2c) the number of tourism 
employees who received training in the reference year and (4.2d) the costs sustained
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by tourism firms for training. Both items are also calculated in relation with the total 
number of tourism employees (4.2a and 4.2b). Sources fo r  data collection: 
Unioncamere (Union o f the Italian Chambers o f Commerce), Starnet database.
(5) The dimension ‘Tourist Attractors ’ (ATR) refers to cultural and natural resources. The 
variables included in the dataset are:
(5.1a) a composite index of cultural endowment and entertainment services 
(ATRCRSa) elaborated by the Italian Statistics Office (ISTAT) which is more 
comprehensive than other possible measures such as number of museums or 
UNESCO sites used in other studies. The index includes the total number of cultural 
facilities and sites and of cultural entertainment venues (basically theatres and 
cinemas). As such the index well represents the overall cultural supply of a specific 
area, even though it is not able to distinguish the overall level of attractiveness of its 
cultural resources (i.e. if they are used by local, national or international demand). 
Sources fo r  data collection: ISTAT, Statistics on Culture.
(5.2a and b) the squared kilometres of protected areas related to the total provincial 
area (ATRNRSa) and in absolute terms (ATRNRSb). Sources fo r  data collection: 
ISTAT, Territorial Statistics.
(6) The dimension ‘Tourism Supporting Factors ’ (SPF) comprises four indicators:
Three of them are provided by Italian official sources as composite indicators, 
namely: (6.1a) ‘accessibility’ (SPFCSa) that is the overall endowment of roads, 
railroads, ports, and airports, (6.2a) ‘technological infrastructure’ (SPFTCNa) that is 
the overall number of telephone and Internet lines, and (6.3a) ‘credit and finance’ 
(SPFCRFa) that is the overall number of banks and financial institutions available. 
Sources fo r  data collection: Istituto Tagliacarne (The Economic Research 
Foundation o f Unioncamere -  The Union o f  the Chambers o f Commerce).
■ In addition to these traditional indicators (6.4a) (SPFENVa) refers to the total 
number of tourism firms that have adopted official environmental 
certifications/labels (ISO 14001; EMAS; ECOLABEL). This last information is 
gathered from official databases provided by the ISO organization and by the 
European Union. Sources fo r  data collection: ISO and EU Emas/Ecolabel websites 
(online databases on certified companies).
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(7) Finally, the dimension ‘Price o f  Tourism Services ’ (PRC) is measured through two 
indicators:
■ (7.1a) the median price of three star hotels (PRCPRCa). This second variable has
been built through the collection of the daily prices of three star hotels in all the 
Italian provinces during three different season periods. As in Dwyer, Forsyth and 
Rao (2000) prices are here gathered from online intermediaries. Three stars hotels 
were considered since they are the most prevalent category of hotels in Italy and, as 
such, they represent a reasonable proxy of the average price of accommodation. The 
median price is then calculated for any province. Sources for data collection: 
Expédia, Travelocity, Venere.
(7.1b) the average variation (calculated as ^^°^fF inalvalue/O riginalvalue - 1  ) of 
Consumer Price Index of tourism services over four years (time period: 2005-2009) 
(PRCPRCb). Sources fo r  data collection: ISTAT, CPI time series.
Outcome measures -  Destination Performance (PRF)
Finally, turning to output measures, market share is measured as (I.i) the local share of the 
total number of tourism arrivals in Italy (PRFMKS). The occupancy rate (PRFOCC) is
gauged through its (I.ii) gross value = —  ^ — -, since data to calculate the netBedplaces*36S
occupancy rate were not available for the entire set of observations. Finally, (I.iii) tourists’ 
expenditure (PRFEXP) refers just to the expenditure of international tourists -  as collected 
by surveys at the Italian frontiers by the Italian Central Bank -  since data on domestic 
expenditure at province level are not available. Sources for data collection: ISTAT, 
Tourism Statistics and UIC, Italian Central Bank, Tourism Surveys.
Table 5-1 Synthetic overview of all the indicators included in the dataset (territorial units of 
observation: provinces)
Indicator Iinhcator Variable
_______________________________ Coding
DIMENSIONS 1 -  Tourism Industry Structure TIS_______________________________________
J Bed places
1.1 Tourism density TISDEN Popuiatwn size
1 I h  Tourism firm s
(Average of normalized • n rm s o f  all economic sector,
1.1 a,b,c,d) 1.1c Number of bed places
l . ld  Number of tourism firms
1.2 Tourism firms'dimension TISDIM 1.2a Average number of bed places (hotel)
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Indicator IndicatorCoding Variable
(Average of normalized 1.2a,b,c)
1.3 Accommodation quality level 
(Average of normalized 1.3a,b)
TISQUA
1.2b Average number bed places (other types of 
accommodation)
1.2c Number of employees in tourism accommodation
1.3a Z bed places in 5 and 4  stars hotels 
Z bed places in 2 and 1 stars hotels
1.3b T, bed places in 5 and  4 sta rs  hotels
DIMENSION 2 -N ature of Tourism Demand DMN
2.1 Wealth of tourism demand DMNWEAa
Weighted average of PPP adjusted GDP per capita 
2.1a of the main international origin markets (>51% of 
int’l arrivals share)
2.2 Degree of internationalization DMNINTa
International arrivals 
2.2a Total arrivals;
DIMENSION 3 -Destination Governance GOV
3.1 Public investments in tourism 
(Average of normalized 
3.1a,b,c,d)
GOVPUB
1 a Public expenditure (€)for tourism employees 
Public expenditure (_€)for employees 
^ I h  Public expenditure  ( € ) /o r  tourism sector 
Public expenditure  ( € ) /o r  all sectors
3.1c Average tourism public expenditure (€) per bed 
place
3. Id Public expenditure (€) for tourism employees 
3.le Public expenditure (€) for tourism
3.2 Attitude to cooperation
(Average of normalized 3.2a,b)
GOVCOP Tourism consortia 
Tourism firm s
3.2b Number of tourism consortia
DIMENSION 4 -  Skilled Human Resources in Tourism SHR
4.1 Education
(Average of normalized 4.1a,b)
4.2 Training
(Average of normalized 
4.2a,b,c,d)
SHREDU
SHRTRN
4.1a Number of students enrolled in tourism high 
schools
4.1b Number of students enrolled in tourism higher 
education
4  9 a Number tourism employees receiving training  
Number tourism employees
4.2b Training costs i€)sustained by tourism firm s  
Number o f  tourism employees
4.2c Number of tourism employees receiving training 
4.2d Total training costs (€) sustained by tourism firms
DIMENSION 5 -  Tourist Attractors ATR
5.1 Cultural Resources ATRCRSa 5.1a Composite index of cultural endowment and 
entertainment services (*)
5.2 Natural resources ATRNRSa
ATRNRSb
5  9 a  Km2 o f  protected areas 
Km2 o f  to ta l province area
5.2b Km2 of protected areas
DIMENSION 6 -  Tourism Supporting Factors SPF
6.1 Accessibility
6.2 Technological infrastructure
SPFACSa
SPFTCNa
6.1a Composite index of accessibility (*)
6.2a Composite index of ICT infrastructure (*)
6.3 Credit and finance SPFCRFa 6.3a Composite index of Bank and Financial Services 
(*)
6.4a y  Tourism  f ir m s  ce r tified  7501400,
^  EMAS,ECOLABEL
6.4 Environmental quality SPFENVa
DIMENSION 7 -  Prices of Tourism Services PRC
7.1 Price of tourism services TISPRCa 7.1a Median price of 3 stars hotels 
- 1 2 3 -
Indicator Indicator Variable
________________________________ Coding_____________________
TISPRCb 7.1b Five years average variation of the Consumer 
Price Index of Tourism Services (TCPI):
4
>
TCPIt4 ^ 
TCPIto
OUTCOMES -  Destination Performance PRF
I.i Market share PRFMKS Lia Arrivals 
Total arrivals in the Country
I.ii Gross Occupancy Rate PRFOCC I.iia Stays
Bed places*365
I.iii Tourist Expenditure PRFEXP I.iiia International Tourists’ Expenditure (€)
Note: *these are already provided by the Italian Offiee for National Statisties (ISTAT) as 
composite indicators.
5.8 Technical tools for data analysis and preliminary results
The analysis of the dataset has been conducted at several levels: the most traditional and 
conservative methods have been applied first, demonstrating the necessity of further steps 
of analysis through alternative techniques. The reasons for this process are basically the 
existing literature on the topic, the nature of the model, and the characteristics of the 
dataset.
The literature on tourism destination competitiveness, as seen in chapter 3, provides few 
studies that attempt to measure the construct using objective data. The references here are 
essentially Gooroochum and Sugiyarto (2005), Mazanec et al. (2007) and Mazanec and 
Ring (2011). All these studies use the WTTC and WEF competitiveness monitor datasets 
that are at country level. While the first study poses the basis for the stmcture of the 
monitor conducting a Confirmatory Factor Analysis (CFA), the other two go further trying 
to assess the model and its predictive utility using a full Stmctural Equation Modelling 
(SEM) approach and considering competitiveness as a formative model. Following these 
previous studies, we will try to confirm the measurement scale first and then turn to the 
predictive utility of the model. As we will see, this process poses several relevant issues 
both related to the constituent nature of the model (reflective or formative) and related to 
the most appropriate techniques of analysis.
The dataset itself plays a role in this process. Unlike surveys, a dataset built on the 
observation of territorial units (provinces) has a fixed size. Moreover, this size tends to be 
small for many types of multivariate analysis. In addition, data may deviate from normal
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distribution and multivariate normal distribution, thus posing fiirther constraints to the 
analysis.
The arrival point of the process leads to the assessment of destination competitiveness. As 
a formative model its predictive power will be analysed through Partial Least Squares 
(PLS) path modelling techniques and the results are presented in the Findings chapter. In 
the current chapter all the methodological issues of the process are explained, and the 
chapter also goes through the results of the preliminary steps of the analysis.
5.8.1 The initial analysis strategy
The studies on tourism destination competitiveness based on the observation of a set of 
multiple destinations and on objective data are few in tourism, as recalled above. 
Furthermore, they mostly refer to country competitiveness while the literature suggests at 
length the importance to study also the local level of territorial competition (see chapter 3). 
In attempting to build knowledge in this field, this study moves from the proposition of a 
set of dimensions and related measurement items for the local level. As seen, this is largely 
based on evidence derived from previous studies that approach both general models of 
destination competitiveness and the analysis of single factors of it. The understanding of 
territorial competitiveness is ongoing and there is not an overall accepted model but some 
factors are recurrent in explaining the ability of tourism destinations to compete.
The dimensions proposed above attempt to acknowledge previous results and lower them 
to the local level, thus excluding those factors that are essentially country specific (such as 
exchange rates, visa requirements, and so forth) but to a certain extent it proposes a new 
framework to interpret and measure local competitiveness as a complex and multivariate 
concept. At this stage of research, it seems appropriate both to confirm the measurement 
scale before moving towards further steps of analysis, and the choice to use methods that 
have a consistent diffusion in the literature and that provide consolidated goodness of fit 
measures.
Given these premises, the first analysis step is dedicated to test the first proposition (PI -  
The indicators are significantly associated with the dimensions of competitiveness that 
they measure). Once the measurement scale is assessed, further steps of analysis will be 
testing the other prepositions of this thesis.
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The logic underpinning this first passage is that the dimensions of competitiveness are not 
observable in themselves, rather through measurable items. Factor Analysis is a method 
used consistently when the existence of latent dimensions (factors) is supposed and this is 
divided into Exploratory Factor Analysis and Confirmatory Factor Analysis (Hair et al., 
1998). They are both employed in competitiveness studies. The most recurrent type of 
Exploratory Factor Analysis (EFA) in studies on competitiveness is the Principal 
Component Analysis (PCA): this method is mainly used to produce a composite 
competitiveness indicator and a final ranking of observations based on it, since it is 
considered more advanced than the simple aggregation of (weighted) indicators (for a 
review see Gismondi, 2006; Mishra, 2007). This is because the stability of rankings 
derived from composite indicators is a critical issue requiring advanced techniques in order 
to obtain valid results (Lun, Holzer, Tappeiner, & Tappeiner, 2006). The nature of EFA is 
expressed properly by its name: it is to explore a set of items and indicate the possibility to 
explain them with a smaller number of dimensions. These dimensions are not a priori 
defined and they emerge through the analysis of the factor matrix and of the factor 
loadings which express the level of correlation of the items with latent dimensions (Hair et 
al., 1998).
As discussed above, the intent of this study is to move from an exploration to a 
confirmation of the construct of competitiveness and this leads to Confirmatory Factor 
Analysis (CFA). CFA was developed in the sixties by Joresok and it is applied mainly in 
psychometric (Floyd & Widaman, 1995) and marketing analysis (Bagozzi & Yi, 1988; 
Miyamoto & Iwasaki, 2005). The main difference with EFA is that in CFA the latent 
dimensions are a priori defined, meaning that certain items are hypothesised to go to given 
factors (Corbetta, 2001; Hair et al., 1998). Figure 5-3 represents the assumptions and 
differences of EFA and CFA. They both assume that the latent factors (F) are correlated 
with manifested (and measured) variables (Z)/(X). However the basic assumption of EFA 
is that all the items are related to all the factors, while in CFA specific relationships are 
imposed and then confirmed. The broken lines means that the factor is correlated and 
explains the measured variables but notably this is not a causal relationship (Albano, 
2004). The items named U represent other non- observable factors that determine the 
measured variable (more in detail, they explain the residual variance of the variables which 
is not explained by the latent factor F); in other words they depict the errors in prediction.
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Figure 5-3 - Types o f  Factor Analysis: EFA and CFA.
fUj
Accordingly, through CFA a hypothetic relationship between the items and the factors is 
confirmed:
‘CFA, a special ease o f stmctural equation model, is effective in validating the hypothetical 
relationship between a constmet and its descriptors’ (Choi & Sirakaya, 2005, p. 391).
For this property, in tourism and leisure studies CFA is consistently used to assess 
measurement scales in attitude and perception research (Byon, Zhang, & Ko, 2008; Choi & 
Sirakaya, 2005; Kim & Yoon, 2003). CFA is then a specific type of SEM used to assess 
measurement, while the ‘proper’ SEM -  as we will see in the following pages -  is 
interested in structural relationships (Shah & Goldstein, 2005). Besides the object of 
application, CFA is appropriate when a specific theoiy supports the research process, such 
as in territorial competitiveness where previous studies have conceptualized the construct 
and indicates its dimensions with significant consistency:
‘Confirmatory factor analysis (CFA) is often more appropriate than exploratory factor analysis 
(EFA) when there is an explicit theory or a strong empirical base suggesting a speeifie model. 
CFA is notable for its ability to test specific hypotheses’ (Kim & Yoon, 2003, p. 5).
Because of this characteristics CFA is used in theory validating, such as in Yoon, Gursoy, 
and Chen (2001) where the method is employed to test and validate previous studies on the 
different dimensions of destination tourism impact, and in Gooroochum and Sugiyarto 
(2005) who use CFA to confirm the dimensions adopted by the WTTC to measure tourism
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competitiveness at country level. Accordingly with the literature, CFA is therefore here 
employed to test the first proposition which aims at confirming the measurement 
framework of this study. Moreover, through CFA the reliability and validity of the factors 
and items of the selected model are assessed and eventual re-modelling considered (Hair et 
al., 1998; Kim & Yoon, 2003).
5.8.2 Preliminary results of EFA
Even when the dimensions of a construct are a priori defined, an initial EFA on the dataset 
may provide useful insights on the structure and characteristics of the measurement model.
The analysis was here performed by Principal Component Analysis (PCA) extraction 
method (detailed tables of the EFA are reported in appendix C). VARIMAX rotation and 
OBLIMIN rotation return consistent results, the latter being used since the possible 
existence of some relation among the components make economic sense (Hock & Ringle, 
2010). Generally a factor loading (FL) >.3 is considered significant, however Stevens 
(1992) suggests that this depends on the sample size. In particular for samples around 100 
observations the suggested threshold for the FL is >.512 and this value is used here. Five 
components are extracted accounting for 66.3% of common variance. Even though the 
analysis does not suggest a completely different structure from the one hypothesised, 
various differences emerge. First, the indicators of the three dimensions ‘tourism industry 
structure, ‘destination governance’, and ‘skilled human resources’ are instead grouped in a 
single dimension. In addition, problematic items are: (a) the two indicators related to the 
‘nature of tourism demand’ that are split into two different dimensions; (b) the two items 
measuring prices that, instead of being a standalone component, load with the 
‘environmental quality’ indicator; and (c) the item referring to cultural resources that loads 
onto another component than the expected. To conclude, the rotated component matrix is 
provided in appendix C (Table A 6) where it emerges clearly how the combination of the 
items — even though statistically sound — is economically forced for some components (for 
instance, the first component aggregates very different measures; the second component 
includes also the indicator for the level of demand internationalization which coherence 
with the other items is not straightforward if they have to be interpreted as measuring the 
same latent dimension; and so forth).
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Most of the analysis is affected by problems of sample adequacy: KMO value is .688 (see 
appendix C, Table A 5), indicating mediocre sample size, moreover the anti-image 
correlation matrix shows some items with sample adequacy close to or lower than .5, thus 
inadequate (see appendix C, Table A 6). In addition also the values of Cronbach’s alpha on 
the single dimensions support the inadequacy of EFA for analysing the dataset (see 
appendix C, Table A 4). Also considering the low number of items of most dimensions, 
that may affect the results of Cronbach’s alpha, the values are significantly inadequate for 
almost all the dimensions (besides ‘skilled human resources’ that has a value of alpha 
equal to .81) and basically not improvable as the item-to-total statistics show (see appendix 
C Table A 4). Therefore EFA results should not be used or relied on, nonetheless they are 
useful since highlight potential constraints for CFA analysis that will be discussed in detail 
in the next section.
5.8.3 Preliminary results of CFA
The Confirmatory Factor Analysis (CFA) was performed with AMOS. In the model tested, 
‘destination competitiveness’ (CMP) was a higher order factor and was hypothesized as 
accounting for all variance and covariance related to the first-order factors (the seven 
dimensions of competitiveness). As such, CMP does not have its own set of manifested 
variables, rather it is linked indirectly to the items measuring the lower order factors (see 
Table 6-1 for the entire list) (Becker et al., 2009). Since the aim of this preliminary step 
was to assess the measurement scale, outcome items are not introduced at this stage of 
research. The test however returned a not admissible solution.
Incorrectly specified models can cause this result. In running CFA, however, the 
characteristics of the dataset itself have to be taken into account, since data quality can be 
detrimental for the analysis. Two issues are relevant: the sample size and variables 
distribution (Ringle, Sarstedt, & Schlittgen, 2010). First, the sample size can be a 
constraint for CFA since small samples tend to produce nonconvergence and improper 
solutions (Boomsma & Hoogland, 2001): at least 5 observations for each estimated 
parameter is considered a minimum ratio (Hock, Ringle, & Sarstedt, 2010), while a ratio of 
10 observations per parameter is considered most appropriate (Hair et al., 1998). As such, 
the number of observations of the present study (n=103) is extremely low compared to the 
number of parameters (n=76) and at the same time not extendable since it already
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comprised all the Italian provinces. Second, normal distribution of variables is not a 
stringent requisite, even though it may pose problems if it leads to deviation from 
multivariate normal distribution. In particular kurtosis significantly affects tests of 
variances and covariances, making maximum likelihood (ML) estimations problematic and 
impacting on model specification (Esposito Vinzi, Ringle, Squillacciotti, & Trinchera, 
2007; Rigdon, Ringle, & Sarstedt, 2010). Several variables collected for this study deviate 
from normality (see appendix C, Table A 3 for kurtosis and skewness values of the 
indicators) and multivariate distribution violates normality as well (see appendix C, Table 
A-9). More than half of the indicators have kurtosis values higher than 7.00, indicated as a 
possible reference value by Byrne (2009). As reported by the author, an increasing number 
of studies show that
‘as sample size deereases and nonnormality inereases, researchers are faced with growing 
proportion o f analysis that fail to converge, or that result in an improper solution. [...]. 
Particularly troublesome in SEM is the presence o f excessive kurtosis’ (p. 330).
In addition, it has to be considered that covariance-based techniques ideally require four or 
more measurement variables per construct to be over determined, and three to be just 
identified (Chin, 2000; Westland, 2007), a requisite not met by this model for most part of 
the dimensions (demand, prices, destination governance, and skilled human resources).
One way to try to overcome problems related to data distribution is to base analysis on 
asymptotic distribution free (ADF) estimation instead of maximum likelihood (ML). 
However, since ADF requires very large samples (Becker et al., 2009; Reinartz, Haenlein, 
& Henseler, 2009), it is not applicable in this study.
More in detail, several issues emerge from the analysis of the output:
First, problems arise in terms of adequacy of parameter estimates (see appendix C 
Table A Hand Table A 12). A relevant concern refers to estimates of errors and 
disturbance terms that have non-positive variances or ‘Heywood cases’. Various 
reasons can determine this non admissible solution: a) identification problems, b) 
outliers or influential cases, c) sampling fluctuations, or d) model misspecifications 
(Ringle, 2006; Ringle, Gotz, Wetzels, & Wilson, 2009). In particular, two strong 
assumptions of CFA are no excess multivariate kurtosis of the observed data and the 
correct specification of the model structure (Ringle, Sarstedt, & Mooi, 2010). The
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assessment of multivariate normality returns a multivariate C.R. value of 29.711 (see 
appendix C, Table A 9). The level of this coefficient is an important warning of 
multivariate non-normal distribution of the data sample since the literature suggests 
values > 5.00 as critical (Becker et al., 2009; Gudergan, Ringle, Wende, & Will,
2008). On the other hand, the dataset is not affected by significant multivariate 
outliers, as shown by the Mahalanobis distance (D-squared) for each observation, 
since no cases have a D-squared particularly distant from the others (see appendix C, 
Table A 10). In addition to negative variances, standard errors (S.E.) occur that do 
not sound appropriate because of their size (either too large or approximate to zero). 
Even though there is not a definitive criterion to establish the adequate measure of 
S.E.s, the output of the analysis suggests the presence of both cases for a number of 
variables. In addition, almost half of the estimates do not reach a critical ratio (C.R.) 
> 1.96, based on a probability level of .05 (see appendix C, Table A 11).
Second, with regard to the model as a whole, goodness of fit measures are consistent 
in their reflection of an ill-fitting model. A model fit summary is reported in Table 
5-2. The choice of the measures to be reported is made following Becker et al. (2009) 
and reflect the most diffused in the literature. The first set of statistics is CMIN 
(minimum discrepancy): the probability value (P) associated with CMIN is very low, 
while the higher the better since it indicates a closer fit between the hypothesized 
model and the perfect fit. However CMIN is sensible to sample dimension, so other 
indices are suggested. RMR (root mean square residual) is difficult to interpret 
because its value is relative to the size of the observed variances and covariances. 
GFI (Goodness-of-Fit Index) and AGFI (Adjusted GFI on the number of df), and 
PGFI (Parsimony GFI which accounts the complexity of the model) are thus 
considered. These indices can range from 0 (no fit) to 1 (good fit) and the best of the 
values here obtained is .75 (GFI). With regard to Baseline Comparisions, NFI 
(Normed Fit Index) tends to underestimate fit in small samples, thus CFI 
(Comparative Fit Index) is suggested instead. Again, the closer CFI is to 1 the better 
is the fit, while the value here is .661. Finally, RMSEA (root mean square error of 
approximation) indicates poor fit as well since the value is greater than .10 and the 
PCLOSE (closeness of fit) should be > 0.50. RMSEA, however, tends to overreject 
models with small sample size.
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Finally, model misspecification can be evaluated through modification indices (MI) 
that indicate which parameters should be added to the model. AMOS calculate Mis 
for all the parameters, however not all of them make substantive sense (Becker et al.,
2009). Basically, error covariances and cross loadings are of interest here and are 
depicted by high MI values. As can be seen in detail in the MI table in appendix C, 
(Table A 13) numerous correlated errors derive fi-om the analysis both within the 
same dimension and among different dimensions. They may represent omitted 
factors or overlap in the item content. With regard to cross factor loadings, in 
particular the item ATRCRSa with the dimension SPF, the item SPFTCNa with the 
dimension TIS, and the item DMNINTa with the dimension TIS create concern, 
since this may indicate that the items measure also other dimensions than the one 
hypothesized or that should be allocated in other dimensions. Facts already denoted 
by the EFA and Cronabach’s alpha analyses, but again uncertain with regard to the 
possible causes because of the characteristics of the dataset already considered.
Table 5-2 Selected Goodness-of-Fit statistics
CM IN
Model
Default model 
Saturated model 
Independence model
NPAR
43
171
18
CMIN
428.688
.000
1040.791
DF
128
0
153
P
.000
.000
CMIN/DF
3.349
6.803
RMR. GFI
Model RMR GFI AGFI PGFI
Default model .004 .750 .666 .561
Saturated model .000 1.000
Independence model .007 .503 .445 .450
Baseline comparisons
Model NFI Delta 1 RFl rhol IFI Delta2 TLl rho2 CFI
Default model .588 .508 .671 .595 .661
Saturated model 1.000 1.000 1.000
Independence model .000 .000 .000 .000 .000
RM SEA
Model RMSEA LO 90 HI 90 PCLOSE
Default model .152 .136 .168 .000
Independence model .239 .225 .252 .000
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5.9 Shift from covariance-based (CB)-SEM techniques to Partial Least 
Squares (PLS)-SEM techniques
The preliminary steps of analysis reported above stimulate various considerations. As seen, 
sample adequacy and data distribution consistently emerged as critical assumptions for the 
analyses performed. Since the sample of this study violate both assumptions, neither EFA 
nor CFA are appropriate for this study and these results are likely to be biased and 
misleading. Therefore, these results should be referred to in this study. At the same time, 
while the measurement scale is built on previous literature on the topic, it must be 
underlined how the studies on objective measures of tourism destination competitiveness - 
especially at local level - are at an early stage, unique accepted models do not exist, and the 
discussion on the inherent nature of the concept is lacking. On the other hand, CFA just 
provides an assessment of the measurement scale, while the final objective of this thesis is 
to verify the effective predictive power, in terms of destination performance generation, of 
the dimensions assumed to underpin the competitiveness of a destination.
Confirmatory factor analysis is based on covariance analysis and maximum likelihood 
estimation. As seen, it is the most diffused technique to confirm measurement scales and 
provides a set of consolidated goodness-of-fit measures. An alternative SEM technique is 
the partial least squares (PLS) approach, developed by Wold (1966, 1975, 1982). PLS is 
generally considered part of the SEM family, since it acknowledges multiple and 
simultaneous relationships among variables and the existence of not observable variables, 
even though Rouse and Corbitt (2008) question this since ‘PLS is a form of regression, and 
is not “SEM”; it calculates and regresses components, not “factors’” (p. 852).
PLS is a components-based or variance-based technique: the estimates minimize residual 
variances in both measurement and structural model and maximize the power of the model 
to explain the dependent latent (unobserved) variables (LVs) by the independent LVs, 
while CB-SEM techniques attempt to minimize the difference between the observed 
covariance matrix and the theoretical one (Haenlein & Kaplan, 2004). While CB-SEM is 
more diffused and well-known, an increasing number of researchers in different disciplines 
and fields of study are adopting PLS, for instance in chemistry and bioinformatics (Wold, 
1982). Also management studies offer examples of PLS application in various domains,
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such as marketing, MIS, and others (for a review see: Henseler, Ringle, & Sinkovics, 
2009; Sosik, Kahai, & Piovoso, 2009). PLS is used also in tourism studies dealing with 
behavioural and marketing issues (Garcia, Gomez, & Molina, 2012; Murphy et al., 2000; 
Song, Van der Veen, Li, & Chen, 2012). As discussed by Rouse and Corbitt (2008), the 
use in chemistry and similar disciplines -  that stimulated the development of PLS by Wold 
-  poses different problems than business research, the former being engaged in a very large 
amount of indicators while business research generally has to rely on a small set of 
measures.
The literature on SEM techniques suggest that Partial Least Squares (PLS-SEM) is 
preferable to mainstream covariance-based SEM techniques (CB-SEM) when (Gefen, 
Straub, & Boudreau, 2000; Haenlein & Kaplan, 2004; Henseler et al., 2009): (a) sample 
size is small; (b) assumptions on data distribution are violated; (c) the researcher is 
primarily concerned with prediction of the dependent variable and the explanation of a 
latent construct; (d) theory is insufficiently grounded and the variables or measures do not 
conform to a rigorously specified measurement model; (e) formative versus reflective 
measures need to be considered. The following sections are dedicated to each of these 
points as they are important issues for the present study and, in addition, they enable an 
understanding of the specificity of PLS. It has to be noted, however, that the literature on 
PLS is not as extensive and consolidated as in mainstream CB-SEM, mainly with regard to 
the theoretical and statistical properties of the technique. The articles facing the 
fundamentals of PLS are of prime interest here, rather than examples of the use of the 
technique in business research. Finally, the issues are treated separately even though they 
are all interconnected as will emerge also in the discussion.
5.9.1 Sample size in PLS
PLS is widely acknowledged as a technique appropriate on small sample sizes. In general, 
minimal recommendations for PLS range from 30 to 100 cases, while for CB-SEM 
minimal recommendations range from 200 to 800 (Hoyle, 1999), however an adequate 
sample size depends on the characteristics of the model, such as the relationships among 
the variables, the complexity of the model, and the distributional characteristics of the 
variables considered.
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Even though it is accepted that PLS is more accurate on small samples, statisticians have 
underlined how researchers using PLS often disregard issues related to the power analysis. 
While rules of thumb are used to create datasets, in particular the indication of ten times 
the greatest number of arrows going to an LV, these rules does not account for the 
assessment of the power of the model. Directions to understand this issue are provided by 
Choen’s power tables (Cohen, 1992) that -  for various tests - account the sample size 
needed for small, medium or large effect size at power =.80 for different levels of a (see 
Table 5-3).
Table 5-3 Cohen's power table
T e a *
.0 1 . 0 5 . 1 0
S m M e d L g S m M e d E g S m M e d E g
{ . M e a n ,  d i f 5 8 6 9 5 3 8 3 9 3 6 4 2 6 3 1 0 5 0 2 02 .  S i g  r 1 .1 6 3 1 2 5 4 1 7 8 3 8 5 2 8 6 1 7 6 8 2 23  r d i f 2 , 3 3 9 2 6 3 9 6 1 ,5 7 3 1 7 7 6 6 l j i 4 0 1 4 0 5 24 .  .5 1 .1 6 5 1 2 7 4 4 7 8 3 6 5 3 0 6 1 6 6 7 2 33 .  j P d l f  
6 ,  x '
5 8 4 9 3 3 6 3 9 2 6 3 2 5 3 0 9 4 9 1 9
1 .1 6 8 1 3 0 3 8 7 8 5 8 7 2 6 6 1 8 6 9 2 51 .3 8 8 1 5 4 5 6 9 6 4 1 0 7 3 9 7 7 1 8 6 3 13 4 T 1 .5 4 6 1 7 2 6 2 I X W l 1 2 1 4 4 8 8 0 9 8 3 54 ^ 1 .6 7 5 1 8 6 6 7 1 ,1 9 4 1 3 3 4 8 9 6 8 1 0 8 3 91 ,7 8 7 1 9 9 7 1 1 .2 9 3 1 4 3 5 1 1 ,0 4 5 1 1 6 4 21 .8 8 7 2 1 0 7 5 1 .3 6 2 1 5 1 5 4 I . I  1 3 1 2 4 4 57 .  A N O V A
5 8 6 9 5 3 8 3 9 3 6 4 2 6 3 1 0 5 0 2 04 6 4 7 6 3 0 3 2 2 5 2 2 1 2 5 8 4 1 1 7
3 8 8 6 3 2 5 2 7 4 4 5 1 8 2 2 1 3 6 I S
5 ^ 3 3 6 5 5 2 2 2 4 0 3 9 1 6 1 9 3 3 2 1 36 g " 2 9 9 4 9 2 0 2 : 5 3 5 1 4 1 7 4 2 8 1 22 7 1 4 4 1 8 1 9 5 3 2 1 3 1 5 9 2 6 i 18 .  M u l t  ^
2 * * 6 9 8 9 7 4 5 4 8 1 6 7 3 0
7 8 0 1 0 8 5 0 5 4 7 7 6 3 4
4A * 8 4 1 1 1 8 5 5 5 9 9 8 4 3 8
9 0 1 1 2 6 5 9 6 4 5 9 1 4 2
9 5 3 1 3 4 6 3 6 8 6 9 7 4 5
7A * 9 9 8 14 1 6 6 7 2 6 1 0 2 4 88À * 1 .0 3 9 1 4 7 6 9 7 5 7 1 0 7 5 0
Nûle. E S  ~  p o p u l a t i o n  e l l e c t  s i x e ,  S m  s m a l ! ,  M e d  *  m e d i u m ,  
a n a ly s is ^  o f  v a r i a n c e .  T e s t s  n u m b e r e d  a s  i n  T a M c  I ,
® N u m b e r  o f  g r a u p s .  *  N u m b e r  o f  i n d e p e n d e n t  v a r i a b l e s .
L g  “  l a r g e ,  d ilT » *  d  i f l f c r e n c e ,  A N O V \  ■
Source: (Cohen, 1992, p. 158)
For instance, in a multiple regression analysis with 7 independent variables a sample of 
N=102 is required to perform the significance tests at a = .05, expecting a medium effect 
size (f^= .15). In essence, an important distinction must be made between the true fact that 
PLS is less likely to produce inadmissible solutions than CB-SEM with small sample sizes 
and the power of PLS at small sample sizes which, in contrast, is not guaranteed (Goodhue, 
Lewis, & Thompson, 2006). An important conclusion is that parameter estimates cannot
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be interpreted disregarding their significance, since positive estimates can result from the 
analysis without, however, being significant thus not producing any real knowledge.
An increasing number of studies underline the risk of dogmatically considering PLS 
appropriate on small sample sizes and underestimating the fact that the estimates of latent 
variables are biased by measurement error. In other words, this means disregarding the 
issues of ‘convergence’ and ‘convergence at large’ that imply a convergence of estimates 
towards real values when the number of observations and the number of manifest variables 
for each block increase (Haenlein & Kaplan, 2004; Henseler et al., 2009; Marcoulides & 
Saunders, 2006). The necessity to calculate the desirable sample size to assess power is 
now accounted in the literature with new methodologies proposed, such as in Westland 
(2010).
5.9.2 Violation of data distribution assumptions
Herman Wold has defined it as ‘soft modelling’ compared to CB-SEM ‘hard modelling’ 
since an important feature of PLS is its robustness when the typical assumptions of data 
distribution are violated. As such, PLS is ‘extensively used in problems that involve highly 
correlated and noisy data typically found in real-world situations’ (Sosik et al., 2009, p. 9).
With respect to CB-SEM estimation through maximum likelihood (ML), PLS is more 
robust when deviations from a multivariate normal distribution occur (Gefen et al., 2000). 
More in detail, Qureshi and Compeau (2009) show that under conditions of non-normality, 
the component-based approach is ‘preferable at moderate effect sizes, particularly for 
smaller samples’ (p. 253). As seen above, alternative methods to ML exist to overcome 
non-normality in mainstream SEM (mainly ADF method), but these apply to large 
samples. PLS’s efficacy on smaller samples is due to the fact that the algorithm does not 
estimate the model all at once, as CB-SEM, but performs OLS regressions for subparts of 
the model (each block of latent variables and their measurement variables). As such, even 
complex models are generally not influenced by the sample size and PLS is preferred by 
researchers since it seems to always converge, even though Henseler (2009) has questioned 
this aspect bringing the evidence of non-convergent cases in PLS. In synthesis, while CB- 
SEM is preferable in case of normal distributed data and large sample size, as estimators
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are asymptotically unbiased and a set of goodness-of-fit-measures are provided, PLS is 
preferable when these conditions are not met:
‘In the normal data scenario, CB-SEM provides accurate and robust parameter estimates that are 
equal or superior in comparison to PLS estimates, no matter what measurement models are 
used. However, if the premises for the application of CB-SEM are violated, such as regarding 
the required minimum number of observations for robust model estimations or the multivariate 
normality assumption for some CB-SEM discrepancy functions, the PLS approach offers robust 
approximations’ (Henseler et al., 2009, pp. 295-296).
In practice, since PLS operates without assumptions about the population, it works without 
distributional assumptions (Bagozzi & Yi, 1988; Haenlein & Kaplan, 2004) - such as linear 
relationships, complete data, multivariate normality, and adequate sample size - which 
violation is often inevitable with objective data (Marcoulides & Saunders, 2006). A 
shortcoming is the fact that PLS, unlike CB-SEM, does not rely on any of the classical 
techniques to determine significance (Hubona, 2011).
Interestingly, and in addition to non-normality, the literature finds PLS more accurate also 
in the presence of other inadequacies such as multicollinearity of the indicators or 
misspecification (omission of relevant regressors) of the structural model (Cassel, Hackl, 
& Westlund, 1999). PLS transforms the measures into orthogonal components that are 
used to predict the endogenous LVs. In doing so, it overcomes the problems arising from 
correlations among variables. However, the robustness of PLS in the presence of 
multicollinearity depends on the type of model tested, either reflective or formative (for an 
explanation of the differences between the two see section 5.9.5). While with reflective 
indicators (mode A) the resistance at multicollinearity has been proven, the case is 
different with formative indicators (mode B) where PLS is not resistant to 
multicollinearity, being the estimates the weights of linear regressions (Henseler et al., 
2009).
5.9.3 The predictive power of the model
Chin (1998) introduces PLS as a second generation analytical technique which combines 
an econometric perspective focusing on prediction and a psychometric perspective 
modelling latent variables (LVs) inferred from measurement variables (MVs). The 
psychometric strength of PLS is controversial and criticized against the efficacy of CB-
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SEM, considered by mainstream literature the only technique with confirmatory power 
since it provides the overall fit of a model on a set of observed measures, basing the 
analysis just on the common variance shared by manifest and latent variables.
On the other hand, the efficacy of PLS is recognized when the predictive power of the 
model is a key research objective as, unlike CB-SEM, PLS provides scores or ‘case- 
values’ for latent variables (for a detailed explanation of the algorithm see Haenlein & 
Kaplan, 2004; Ringle, Gotz, et al., 2009; Tenenhaus, Vinzi, Chatelin, & Lauro, 2005) and 
thus succeeds when procedures such as the traditional OLS cannot be applied because of 
the inclusion in the model of non-observable variables. As such, PLS is adequate when 
there is the need to have a prediction of the dependent variable and the explanation of a 
latent construct.
Caution is recommended with respect to the interpretation of the estimates, which are 
expected to be biased by error measurement (Cassel et al., 1999) since ‘all measured 
variance of the variables in the model is useful variance that should be explained’ (Chin, 
Marcolin, & Newsted, 1996, as reported in Haenlein & Kaplan, 2004). As such, PLS tends 
to produce inflated factor loadings and underestimated path coefficients, which is the 
opposite of what happens with CB-SEM (Oleksiak, 2009; Vilares, Almeida, & Coelho, 
2005), and consequently the cross-validation of the study by replication with new sets of 
data is recommended, as in any regression analysis (Rouse & Corbitt, 2008).
5.9.4 Theory building and theory testing
A relevant difference between PLS and CB-SEM is the fact that covariance-based 
techniques require a sound theory base, while when theory is insufficiently grounded and 
the variables or measures do not conform to a rigorously specified measurement model 
PLS results are preferable. This again is connected with the difference in estimation 
methods of the two techniques, with CB-SEM being concerned with parameter estimation 
and minimization of the overall difference between the theoretical and the observed 
covariance matrix, and PLS with the prediction of the endogenous LV(s) and the 
estimation of weights for the single relationships involved in the model. As noticed by 
Rouse and Corbitt (2008):
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‘Being able to predict a variable (say through regression) is less powerful than being able to 
account for (explain) the whole pattern of co-variation within the gathered data’ (p. 846).
This well explains why CB-SEM is more indicated for theory testing (confirmatory 
analysis and full SEM), and also considered to provide appropriate global goodness-of -fit 
measures, while PLS provides partial assessment of the outputs mainly by bootstrapping 
(Henseler et al., 2009), and in addition it may produce results difficult to generalize as they 
are sample specific. The other side of this argument, however, is that CB-SEM has strong 
assumptions in terms of model specification and theory supporting both the measurement 
and the structural model. As a matter of fact, the most diffused examples of application of 
CB-SEM techniques in business literature refer to very consolidated models, such as CSI 
(consumer satisfaction index) in marketing.
However in early stages of research, or when the measurement items for latent constructs 
are not sufficiently developed, the requirements of CB-SEM techniques are not easily met. 
Moreover, and as already discussed above, these assumptions go together with data 
distribution assumptions and in applied research often the characteristics of the observed 
variables, such as of the model, are not known before data collection (Boomsma & 
Hoogland, 2001).
In addition, there are cases where CB-SEM would be desirable but not feasible and PLS 
provides a valid alternative providing a ‘plausible confirmation’ that allows alternative 
models as discussed by Westland (2007) and by Henseler et al. (2009):
‘Although the CB-SEM and PLS path modelling methodologies differ from a statistical point of 
view, PLS estimates may represent good proxies of the CB-SEM results. If CB-SEM premises 
are violated, such as distributional assumptions, minimum sample size, or maximum model 
complexity, and related methodological matters arise, such as Heywood cases, an inability to 
converge to a solution, parameters that are outside reasonable limits, and large standard errors 
regarding parameter estimates, PLS path modelling may represent a reasonable methodological 
alternative for theory testing’(p. 297).
A concluding remark refers to the faet that the ‘unobservable variables are estimated as 
exaet linear combinations of their empirieal indieators’ (Fomell & Bookstein, 1982, p. 
441), and eonsequently they should be considered eomponents rather than faetors whieh 
are estimated just by their eommon varianee, thus ruling out the measurement error (as in
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CB-SEM). This is the reason why CB-SEM technique is considered appropriate for 
psychometrics or assessment of measurement scales. As such, Rouse and Corbitt (2008) 
conclude that ‘PLS regression may well be a useful tool for firm-level measures and 
econometric data, which often involve formative indicators and are not concerned with 
psychological constructs’ (p.853). This leads to the final aspect to be discussed about PLS: 
the nature of the measurement model.
5.9.5 Formative and reflective measurement models
Structural equation modelling consists of sets of measurement and structural linear 
equations. In PLS they are called the outer model, that coincides with the measurement 
part or the connections between observable and latent variables, and the inner model which 
is the structural one and depicts the relationships among LVs. Latent Variables can be 
endogenous or dependent (arrows pointing at them), and exogenous or independent (no 
arrows pointing at them).
Since both CB-SEM and PLS are path modelling techniques, another way to see it is as in 
Figure 5-4 that shows the outer and inner levels of analysis. Another relevant aspect 
depicted in the figure is the fact that the measurement indicators can be either formative or 
reflective and that both can occur within the same model but not within the same 
dimension. The formative measurement model is called Mode A, while the reflective is 
Mode B, and the mix of the two Mode C (Tenenhaus et al., 2005).
The differences between formative and reflective indicators are substantial from a 
theoretical standpoint and determine also different ways to assess the relationship between 
the block of items and the corresponding LV. Reflective indicators are diffused in classical 
psychometric theory where unobservable physiological constructs are reflected by human 
perceptions, attitudes, behaviours and so forth. The manifest variables are intended as 
caused by the latent construct, as is evident in Figure 5-4 where arrows point from the 
construct to the items. Because of the direction of causality, each variation in the LV is 
reflected in a variation in all the MVs that are assumed as correlated and unidimensional. 
Formative indicators, instead, are intended as causing, or forming, the LV and represent 
distinct dimensions of it. Causality direction is from the indicators to the LVs and a change 
in one indicator translates into a change in the LV but not necessarily also in the other
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items, since they are not assumed as correlated or unidimensional (Chin, 1998, 2000; 
Gefen et ah, 2000). These conditions also mean that an indicator cannot be dropped 
without altering the conceptual meaning of the construct (Bagozzi & Yi, 1988). Finally, 
while a simple regression connects the reflective indicator (predicted) to the LV (predictor) 
and the indicators are subject to measurement error, a multiple regression connects the LV 
(predicted) to its set of formative indicators and the error term (often called disturbance 
term) is attached at the latent construct (Diamantopoulos & Winklhofer, 2001).
Inner
Model
Outer Model 
(Here: Formative ^
Outer Model 
(Here: ReflecGve R
Figure 5-4 Example of SEM model. Source Haenlein and Kaplan (2004)
Chin (1998) claims how CB-SEM techniques require all the items to be reflective to be 
consistent with the algorithm which aims at accounting for all the covariances among items 
and their LVs. As reported by Henseler et al. (2009) ways to include formative indicators 
in CB-SEM analysis have been developed but they tend to produce identification 
problems, issues that do not arise with PLS. In addition mainstream literature on SEM has 
mainly developed the reflective approach, making it well grounded and consistent. The 
consequence is that the use of reflective measures is the consolidated practice in applied 
research, even when the choice of formative indicators would he appropriate, as with 
various managerial constructs, thus leading to model misspecification (for a review of
model misspecification in marketing see Jarvis, MacKenzie, & Podsakoff, 2003).
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Moreover Cassel et al. (1999) and Tenenhaus et al. (2005) claim that while reflective 
indicators are more appropriate with endogenous variables, it is often more appropriate to 
use formative indicators for exogenous variables.
As the decision between formative or reflective measurement indicators is critical in order 
to avoid model misspecification, theoretical and empirical rules have been proposed to 
support it, even though the decision may be not straightforward, also considering that 
constructs are not inherently formative or reflective if we abstract them from their 
measures (Wilcox, Howell, & Breivik, 2008). The possible ambiguity between formative 
and reflective measures is more stringent in psychometric constructs, while it seems more 
obvious that economic constructs are formative (Coltman, Devinney, Midgley, & Venaik, 
2008). Nonetheless the management and marketing literature -  which increasingly adopts 
SEM techniques -  is criticized for frequent model misspecification with regard to construct 
indicators (Jarvis et al., 2003). Some scholars provide the directions to inform the 
decisional process (Cenfetelli & Bassellier, 2009; Coltman et al., 2008; Diamantopoulos & 
Winklhofer, 2001; Jarvis et al., 2003), however few authors apply SEM techniques in a 
formative way and a direct consequence is that there is not a widely accepted procedure to 
establish whether the measures of a construct are formative or reflective. In particular the 
work of Jarvis et al. (2003) proposes very clear criteria. Using their own words:
‘A construct should be modeled as having formative indicators if the following conditions 
prevail: {a) the indicators are viewed as defining characteristics of the constmct, (b) changes in 
the indicators are expected to cause changes in the constmct, (c) changes in the constmct are not 
expeeted to cause changes in the indicators, {d) the indicators do not necessarily share a 
common theme, (e) eliminating an indicator may alter the conceptual domain of the constmct, 
(f) a change in the value of one of the indicators is not necessarily expected to be associated with 
a change in all of the other indicators, and (g) the indicators are not expected to have the same 
antecedents and consequences. On the other hand, a constmct should be modeled as having 
reflective indicators if the opposite is tme’ (p. 203).
It is clear that more than the nature of the construct, the characteristics of the indicators 
have to be considered. Previous theory and knowledge of the concept under study may 
help in this direction, such as considering the distinguishing traits of the measures. Clearly, 
these criteria are based on the aspects reported above, such as the direction of causality, the 
covariation of the indicators, their interchangeability and unidimensionality. As such,
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empirical criteria can assist in the decision process as well (Coltman et al., 2008; Martinez- 
Ruiz & Aluja-Banet, 2009).
Table 5-4 synthetizes the main criteria proposed by the literature, distinguished into 
theoretical and empirical groups.
Table 5-4 Criteria for informing the decision process on reflective and formative constructs
Theoretical
criteria
Reflective Formative
Nature of 
unobserved 
dimension 
(constmct)
The constmct exists independently from its 
measures
The constmct is a combination of its 
measures
Direction of 
causality
Causality is from the constmct to its measures
(variation in the constmct causes variation in 
the items)
Causality is from the measures to the 
constmct
(variation in the items causes variation 
in the constmct)
Characteristics of 
items
Items are manifested by the constmct
(the items share a common theme, are 
interchangeable, and can be dropped without 
altering the constmct)
Items define the constmct
(the items do not need to share a 
common theme, are not 
interchangeable, and dropping an item 
may alter the meaning of the constmct)
Empirical criteria
Item
intercorrelation
Items have high internal consistency and 
reliability.
Empirical tests: Cronbach’s alpha, Dillon 
Goldstein’s rho. Factor loadings, AVE
Items can be correlated or not, however 
they should have the same directional 
relationship.
Empirical tests: No diagnostic 
indicators (Internal consistency does 
not apply). Preliminary data analysis 
for the direction of the relationships.
Nomological
validity
Items have similar sign and significance of
relationships with the
antecedents/consequences of the constmct.
Empirical tests: convergent validity (see above 
‘item intercorrelation’) and discriminant 
validity (items cross loadings and constmct 
correlations)
Items may not have similar 
significance relationships with the 
antecedents/consequences of the 
constmct.
Empirical tests: MIMIC model, PLS 
analysis.
Source: adapted from Jarvis et al. (2003) and Coltman et al. (2008).
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From the table, it emerges clearly that when it comes to empirical criteria, while for 
reflective measures there is a consolidated set of diagnostic indicators, the same cannot be 
said for formative indicators and, anyhow, there are not empirical tests that can definitely 
prove the nature of the measurement model. The conceptual standpoint is then prevalent, 
even though some empirical evidence can support it. Theoretical reasoning has to address 
the ontological nature of the constructs included in the model and the epistemic 
relationships between the constructs and their measures. Empirical evidence can support 
the conceptual considerations by testing correlations, interchangeability and 
undimensionality. With reflective indicators these conditions are all desired, while with 
formative indicators they are not required: correlation of items measuring the same 
construct is not needed (even though not excluded), and internal consistency of the 
measures is considered not applicable since formative indicators represent different aspects 
of a construct, thus they are not expected to share a common theme.
Finally, the assesment of reliability and validity of reflective and formative indicators is 
performed in different ways because of the different relationships that model them as 
described above. While reflective indicators have a set of consolidated reliability and 
validity measures deriving from classical test theoiy (mainly Cronbach’s alpha, Dillon- 
Goldstein’s Rho, Average Variance Extrated, Fomell-Larcker’s criterion), the validation of 
formative indicators is less grounded and precise. Conventional tests are not adquate for 
formative measures because of their carachteristics, for instance traditional coefficients of 
internal consistency are meaningless for measures that are not unidimensional and 
interchangeable (Diamantopoulos & Winklhofer, 2001; Jarvis et al., 2003). The literature 
on the assessment of formative measures is few and fragmented, however recent papers 
offer a comprehensive and pratical overview of the most grounded validation procedures 
for PLS formative models (Andreev, Heart, Maoz, & Pliskin, 2009; Coltman et al., 2008), 
again based on theoretical and empirical evidence.
5.10 The model specification in PLS
The EFA and CFA did not fully support the set of measurement indicators suggesting a 
possible misspecification of the model, however the results of these previous steps are
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unsure for the characteristics of the dataset discussed at large above, while PLS is more 
robust and reliable under these circumstances.
In terms of path modelling, the use of PLS poses the following restrictions:
■ each latent variable must have at least one arrow connection with another latent 
variable;
■ each latent variable needs at least one assigned indicator.
In practical terms, this means turning from a confirmatory to a full SEM approach, where 
‘tourism destination competitiveness’ (CMP) is the latent dependent construct that has its 
block of manifest indicators, namely the outcomes of competitiveness: market share, gross 
occupancy rate, tourists’ expenditure. The full list of independent latent variables (what we 
called ‘dimensions’ following the mainstream literature on CFA) and of the measurement 
items (indicators) of the model were described and justified in section 5.6 and summarized 
in Table 6-1 while the PLS model is illustrated in Figure 5-5.
DMNINTal DMNWEAa nSDEN nSDIM nSQUA
GOVPUB
GOVCOP
SHREDU PRFEXP
SHRTRN PRFMKS
ATRCRSa PRFOCC
ATRNRSa #-5
ATRNRSb
SPFACSa SPFCRFa SPFTCNa SPFENVa PRCPRCa PRCPRCb
Figure 5-5 The Reflective PLS Model
With regard to measurement items, as seen, PLS supports both reflective and formative 
indicators and the final choice for testing the model of local destination competitiveness 
proposed in this study is for a mixed formative and reflective approach. This will be 
thoroughly discussed in the following chapter that illustrates the findings of the study and
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both theoretical and empirical evidence will be brought to support this choice, as 
recommended by the literature on the topic.
Considering first all the measures as reflective has, however, some utility. First, it helps to 
provide empirical proof of a possible model misspecification. In addition, it may suggest 
the opportunity to purify the dataset when statistically advisable and theoretically 
appropriate. For instance, the measures of the dataset show overall high multicollinearity 
that is detrimental for formative models. Finally, PLS is a technique not so consolidated as 
mainstream CFA, moreover the formative approach is less diffiised than the reflective 
approach, which is more grounded in terms of reliability and validity measures. Therefore 
PLS is run first with a reflective specification.
The analysis is performed by Smart-PLS software (Ringle, Wende, & Will, 2005).
5.11 The reflective approach
The assessment of the measurement (outer) model precedes any evaluation of the structural 
(inner) model since the reliability and validity of the measures have a direct impact on the 
results of the structural model and on any possible inference on it. As expected neither the 
convergent validity nor the discriminant validity of the reflective measurement model are 
assessed at sufficiently satisfactory levels for the independent (exogenous) LVs. The 
results offer nonetheless important insights on the measures for the final step of the 
analysis.
5.11.1 Convergent validity of the measurement model
Convergent validity is evaluated through various measures as synthesized in Table 5-5: 
factor loadings, AVE (average variance extracted), Cronbach’s Alpha and Dillon- 
Goldstein’s Rho (see for example Hubona, 2011; Song et al., 2012; Wetzels, Odekerken- 
Schroder, & van Oppen, 2009).
Almost all the exogenous dimensions have some items with factor loadings that are not 
satisfactory, using the typical threshold of .7, while reflective indicators are expected to be 
highly correlated with their LV. In addition some are particularly critical (GOVCOP = - 
.001, TISQUA = -.14), because they are even, unexpectedly, negative. Just the dimensions
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‘price of tourism services’ and ‘skilled human resources’ have all the items that exceed the 
threshold.
Table 5-5 Properties of reflective measurement model: Factor Loadings (value and 
significance), AVE, Cronbach’s Alpha and Composite reliability
Dimensions Measures Factorloadings T Statistics*-^ ^
Tourism Industry Structure TISDEN 0.49 1.77
AVE = 0.39
a=0.41 TISDIM 0.95 31.17***
Dillon-Goldstein’s o= 0.48
TISQUA -0.14 1.11
Demand Nature 
AVF. = nSfi
a= 0.28 DMNWEAa 0.93 31.23***
Dillon-Goldstein’s p= 0.70 DMNINTa 0.51 3.76***
Destination Governance and Cooperation
AVE = 0.50 GOVPUB -0.01 0.05
a= -0.16
Dillon-Goldstein’s p= 0.49 GOVCOP 0.98 121.21***
Tourist Attractors ATRCRSa 0.84 7.20***
AVE -  0.45
a= 0.57 ATRNRSa 0.57 3.08**
Dillon-Goldstein’s p -  0.70 ATRNRSb 0.57 3.07**
Skilled Human Resources
AVE = 0.83 SHREDU 0.84 9.02***
a= 0.84
Dillon-Goldstein’s p= 0.91 SHRTRN 0.98 37.31***
Supporting Factors SPFACSa 0.52 4.43***
AVE -  0.56 SPFCRFa 0.96 96.97***
a -  0.72
Dillon-Goldstein’s p= 0.82 SPFENVa 0.41 2.54*
SPFTCNa 0.94 64.61***
Tourism Prices
AVE = 0.54 PRCPRCa 0.72 5.21***
a= 0.15
Dillon-Goldstein’s p= 0.70 PRCPRCb 0.75 5.13***
Outcomes o f  competitiveness PRFEXP 0.96 117.46***
AVE = 0.80
a= 0.87 PRFMKS 0.96 109.95***
Dillon-Goldstein’s p= 0.92 PRFOCC 0.76 13.65***
(a): *** Path is significant at the 0.001 level; 
significant at the 0.05 level.
** Path is significant at the 0.01 level,* Path is
In addition only the Cronbach’s value of ‘tourist attractors’ (.57) can be considered barely 
acceptable and only if a relaxed interpretation of the coefficient is used, while the ‘tourism 
industry structure’ and the ‘price’ and ‘demand’ dimensions are significantly low
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(TIS=.41; PRC=.15; DMN=.38). In addition, ‘destination governance’ has even a negative 
value. Composite reliability (Dillon Goldstein’s Rho) is less stringent and a value of .7 or 
higher is considered acceptable in early phases of research. Here again the ‘tourism 
industry structure’ LV does not reach the threshold, together with ‘destination 
governance’.
Finally, the Average Variance Extracted (AVE) is a synthetic measure of convergent 
validity. The threshold here is .5 (Fomell & Larcker, 1981) and again not all the 
dimensions reach it: tourism industry structure, and tourist attractions are unsatisfactory, 
while destination governance, demand, price, and supporting factors, are just above the 
acceptable value.
Unlike the exogenous latent variables - that have either completely unsatisfactory values 
on all the indicators of convergent validity (i.e. ‘destination governance’ and ‘tourism 
industry structure’) or at least inconsistent values (i.e. ‘tourism prices’) -, the endogenous 
latent variable (‘outcomes of competitiveness’) shows convergent validity being definitely 
satisfactory on all the coefficients.
5.11.2 Discriminant validity of the measurement model
To assess discriminant validity, the factor loadings of an indicator on its assigned LV 
should be higher than its cross loadings with all the other LVs. This condition can be 
verified in Table 5-6 that reports the cross-loadings of all the items.
It is clear that various measures do not conform to this requisite, especially when their 
factor loading is low (see in particular DMNWEAa, GOVcop, TISqua). In addition also 
some items with a high factor loading on their LV, have also high loads (even though not 
higher) with other LVs (see ATRCRSa, DMNINTa, GOVpub). This does not hurt the 
criterion above explained but shows nonetheless that the measures tend to correlate also 
with other dimensions thus questioning the unidimensionality of the measures.
The lack of discriminate validity for some dimensions is further verified in Table 5-7, 
where the original diagonal values are replaced with the square roots of the AVE and then 
compared with the correlations (Ringle, Wende, & Will, 2009) following the Fomell- 
Larcker’s criterion. The AVEs’ square roots are expected to be higher than the correlations
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while they are not for the following: (1) the exogenous LVs tourism destination 
governance (GOV) and tourism industry structure (TIS) versus the endogenous LV 
destination competitiveness (CMP); and (2) the exogenous LV tourism demand nature 
(DMN) versus tourism destination governance (GOV).
Table 5-6 Discriminant validity: Cross Loadings
ATR DMN GOV PRC CMP SHR SPF TIS
ATRCRSa 0.84 0.48 0.54 0.18 0.63 0.19 0.61 0.31
ATRNRSa 0.57 0.07 0.04 0.17 0.18 0.20 0.19 0.13
ATRNRSb 0.57 0.11 0.11 0.15 0.27 0.12 0.02 0.37
DMNINTa 0.42 0.93 0.85 0.24 0.58 0.35 0.45 0.32
DMNWEAa 0.19 0.51 0.53 0.08 0.25 -0.01 0.14 0.15
GOVcop -0.11 -0.15 -0.01 0.01 0.05 -0.12 -0.04 0.07
GOVpub 0.49 0.94 1.00 0.27 0.75 0.28 0.47 0.48
PRCPRCa 0.15 0.24 0.23 0.72 0.25 0.06 0.21 0.16
PRCPRCb 0.19 0.11 0.17 0.75 0.27 -0.02 0.24 0.13
PRFEXP 0.62 0.58 0.76 0.32 0.96 0.21 0.56 0.72
PRFMKS 0.59 0.55 0.74 0.31 0.96 0.23 0.48 0.81
PRFOCC 0.50 0.48 0.52 0.34 0.76 0.31 0.62 0.41
SHRedu 0.00 0.18 0.15 0.04 0.11 0.84 -0.01 0.15
SHRtm 0.30 0.32 0.29 0.02 0.31 0.98 0.19 0.20
SPFACSa 0.28 0.14 0.13 0.12 0.20 -0.06 0.52 -0.05
SPFCRFa 0.56 0.48 0.49 0.29 0.59 0.18 0.96 0.31
SPFENVa 0.07 0.09 0.10 0.21 0.16 0.02 0.41 0.10
SPFTCNa 0.51 0.43 0.47 0.29 0.62 0.16 0.94 0.37
TlSden 0.12 0.03 0.07 0.03 0.17 0.16 -0.10 0.49
TlSdim 0.36 0.30 0.47 0.18 0.73 0.12 0.33 0.95
TISqua -0.18 -0.21 -0.19 -0.09 -0.21 -0.22 -0.17 -0.14
In concluding, the literature review and the ‘triangulation’ with experts^^ of the field 
sustain the conceptual appropriateness (content validity) of the items adopted to gauge 
latent dimensions of destination competitiveness (see section 5.6). However the analysis of 
the measurement model shows inconsistent results and unsatisfactory coefficients, and
As discussed in detail in section 5.4, the dimensions of competiveness and the measurement model were 
derived from the literature and were further discussed with experts of the field. This is not triangulation on 
strict terms -  not applicable in the case of this thesis -  but it is however a recognition of possible subjective 
bias and of the relevant role of the control of the scientific community.
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both the convergent and the discriminant validity of the measures as reflective scales of the 
unobservable variables are not fully confirmed. ‘Tourism industry structure’, ‘demand’, 
and ‘governance’ are the three dimensions that consistently show problems, but in general 
none of the exogenous dimensions is completely assessed by the indicators of convergent 
and discriminant validity adopted. On the other hand, the assessment of the measurement 
model for the endogenous dimension is satisfactory.
These results suggest the possibility of a model misspecification leading to a mixed 
(formative and reflective) approach, with the items of the independent variables that 
respond more adequately to a formative modelling approach rather than to a reflective, and 
vice versa for the dependent latent variable. In the next chapter this possibility will be 
challenged and the findings obtained with the mixed model illustrated and discussed.
Table 5-7 Discriminant validity: Fomell-Larcker’s criterion
ATR CMP DMN GOV PRC SHR SPF TIS
ATR 0.67
CMP 0.64 0.90
DMN 0.44 0.60 0.75
GOV 0.48 0.76 0.94 0.71
PRC 0.23 0.35 0.24 0.27 0.74
SHR 0.23 0.27 0.30 0.27 0.03 0.91
SPF 0.54 0.60 0.45 0.47 0.31 0.15 0.75
TIS 0.40 0.75 0.33 0.49 0.19 0.20 0.32 0.62
Note: Square root of AVE on the diagonal
5.12 Research methods: discussion and conclusion
The initial objective of this research was to verify if it is possible to measure the 
competitiveness of destinations, in particular at local level. Various and complex issues are 
embedded in an apparently simple question as it emerged through this chapter that range 
from conceptual to technical challenges. The main aim of the chapter was to identify the 
most adequate techniques to empirically test propositions on local tourism competitiveness 
that involve a set of unobservable constructs measured through manifest items, and that
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imply multiple relationships among possible dimensions and outcomes of competitiveness. 
These propositions are basically three: the first dealing with the identification of the 
multifaceted dimensions of the concept of competitiveness and of the most appropriate 
indicators to measure them, the second with the explanatory power of these dimensions, 
and the third with the possibility to reduce the complexity of the construct.
Specific research boundaries were fixed in order to make the study controllable, since the 
topic is broad and complex. The most relevant boundary we want to recall here is the 
adoption of an ‘objective’ perspective to study competitiveness which here means to 
measure it through secondary macro level aggregated data. This is an alternative to various 
studies on tourism competitiveness that have adopted more perceptual and subjective 
perspectives using hard and soft data and based on primary data collection and, in addition, 
it is consistent with mainstream studies in regional economics. The second relevant 
boundary is the choice to use secondary data obtained from official sources. This has limits 
since it sensibly reduces the items that can be included in the measurement model and its 
descriptive power, and imposes the need to select homogenous observations (in the case of 
this study the Italian provinces are the homogenous territorial level of observation). 
Conversely, advantages are relevant because the study is based on a large cross sectional 
dataset and on comparable and consistent data throughout the observations. Finally, even 
though the type of data available may change to a certain extent form one country to 
another, it is worth noting that the effort to build meaningful composite indicators and to 
find appropriate methodologies to measure competitiveness are increasingly underlined 
both by the academia and by practitioners, and this effort represents the core of this 
research.
Turning to data analysis, while a conservative approach was followed in a first stage, 
aiming at testing the measurement scale before moving forward, EFA and CFA failed. 
This however enabled the identification of various issues on which the discussion in the 
literature is still ongoing, such as convergence and identification problems, inadequate 
parameter estimates, and model (mis)specification. Data quality and sample size 
consistently emerged as strong constraints for EFA and CB-SEM techniques, translating 
into difficulties in detecting the real sources of inadequacy: the structural model, the set of 
measures, or the dataset?
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A review of the literature revealed PLS as a valuable alternative to CB-SEM. In particular 
PLS is adequate both in fulfilling the research objectives of this thesis and in dealing with 
the not ideal characteristics of the dataset as the pages dedicated to this technique have 
discussed.
In synthesis, three main reasons justify this choice: (1) the intention of this study to assess 
both measurement and predictive power of competitiveness; (2) the fact of being in the 
middle of theory testing and building; and (3) the constraints that emerge by using 
secondary data. More in detail:
(1) referring again at the title of this thesis, it questions the possibility to measure 
local tourism competitiveness. This substantially means to verify the fact that the 
presence (and development) of specific factors at local level, indicated as key 
dimensions of tourism competitiveness by experts, lead to a competitive destination 
or -  in other words -  to a higher performance of the destination. Therefore measures 
able to gauge all the factors involved must be identified and in addition the predictive 
power of the factors must be proven;
(2) even though destination competitiveness is a highly debated topic, there is not a 
recognized model of competitiveness as a multifaceted and complex construct. 
Various studies have dealt with the measurement of single factors of competitiveness 
while the few comprehensive models of Ritchie and Crouch (1999; 2003) and Dwyer 
and Kim (2003) are holistic in the approach but intended more for destination audit 
than for modelling the relationships among the factors. On the other hand, the studies 
on the WTTC and WEE competitiveness monitor (Gooroochum & Sugiyarto, 2005; 
Mazanec et al., 2007) go in this direction but they are at country level, thus including 
elements that are not relevant for the local level. As such, this study builds on 
previous knowledge but not on a well-grounded model in the literature, being in the 
middle of theory testing and theory building;
(3) finally, the dataset of this study, which is based on secondary data and on the 
observation of all the Italian NUTS3 areas, poses constraints to mainstream CB-SEM 
given a small sample size and multivariate non normality.
For all these issues the review of the literature consistently shows that PLS is the most 
adequate technique, even though less consolidated than mainstream CB-SEM techniques.
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In closing, there are a few methodological notes. The methods of analysis cannot set aside 
the three basic criteria of scientific research: validity in explanation, reliability of data, and 
refiexivity of approach (see chapter 5). While reflexivity, or the mediation of the 
researcher, is often considered neutral in quantitative studies, the so called 
‘epistemological realism’ has shown that this is not so obvious. The operationalization of 
the concept of local competitiveness is a clear case where the subjectivity of the researcher 
is not eliminable, even though controllable through triangulation and confrontation with 
the scientific community. Turning to reliability and validity, reliability means achieving 
statistically relevant results, while validity achieving a correct assessment of the concept 
under study. Conceptual reasoning and empirical evidence support the researcher through 
this evaluation. Conceptual considerations are sustained by confrontation with previous 
studies and experts; in addition the empirical test of these considerations can rely on 
various types of analysis and related diagnostic indicators. As seen, mainstream techniques 
such as CFA and the related goodness-of-fit measures were not positive but their results 
were questionable because of dataset issues. PLS was then considered a more appropriate 
analysis instrument for the reasons synthetized above. PLS provides diagnostic indicators 
for reflective measurement items that were applied to the competitiveness framework to 
evaluate the reliability and validity of its measures (modelled as reflective). While the t- 
statistics (statistical significance of measures) were encouraging, the validity of the 
measures was not fully supported. The validity of the measures was evaluated from two 
perspectives: the convergent validity that assesses the unidimensionality of the measures 
for each dimension and the discriminant validity that assesses to which extent the items are 
able to measure distinct concepts. Neither the diagnostic indicators for convergent validity 
(AVE, Cronbach’s alpha, Dillon-Glodstein’s Rho, FL) nor the indicators for discriminant 
validity (cross loadings and Fomell-Larcker’s criterion) were completely satisfactory. 
Therefore it was not possible to step forward for the assessment of the structural model. 
These considerations lead to the next chapter where a mixed formative-reflective 
assessment is adopted.
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6 Findings_______________________________________
6.1 Introduction
The aim of this chapter is to expose and discuss the main results emerging from the final 
data analysis. As seen in the previous chapter, the multidimensionality of competitiveness 
requires the adoption of advanced methods of analysis that account for the complexity of 
the construct. SEM techniques have been proven as the most appropriate, since they 
acknowledge both the measurement and the structural issues implied in the task.
The preliminary steps of the data analysis were conducted using the most consolidated 
approaches since they are stronger in providing empirical evidence on the validity of the 
model. However various issues emerged leading to the use of PLS instead of CB-SEM 
techniques and, finally, suggesting that a formative approach could be appropriate for most 
part of the measures in the model. Therefore the final data analysis is performed through a 
mixed approach after the application of theoretical and empirical criteria to inform the 
model specification process.
In addition, since the issues discussed in this thesis give emphasis to the role of tourism 
local areas, data analysis is contextualized trying to understand if specific territorial 
differences emerge. Descriptive statistics, cluster analysis, and rankings are the tools used 
here.
Accordingly the chapter is structured in three parts. First, descriptive statistics and cluster 
analysis for the set of indicators of each dimension are presented in section 6.2 in order to 
explore the characteristics of the dataset and contextualize the indicators and dimensions of 
local competitiveness. The second part is dedicated to the PLS analysis: model 
specification, formulation, and assessment are presented in sections 6.3-6.5. The results of 
PLS analysis are interpreted by an application to the Italian context in section 7.6. The 
third part is about the discussion of the findings of the data analysis and the concluding 
remarks of the chapter (sections 6.7 - 6.8).
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6.2 Descriptive statistics and cluster analysis of the dataset
Before presenting the modelling of the competitiveness construct and the related results of 
the PLS analysis, this section provides an overview of the characteristics of the indicators 
used for the study. For each indicator within each dimension^"  ^ under investigation the 
following descriptive statistics of the raw data are reported in the following pages: mean, 
variance, standard deviation, minimum and maximum values, and coefficient of variation 
(calculated as the ratio of the standard deviation and the mean). Since they suggest the 
existence of differences in the performance of the units of observation (the Italian 
provinces) on the single indicators, the dimensions are further examined by running a two- 
step cluster analysis with a fixed number of three clusters for each group of indicators. 
Cluster analysis is a method consistently used to identify local patterns and spatial 
variations of economic phenomena (Stimson, Stough, & Roberts, 2006), such as 
innovation (Capello, 1999), prices (Deaton, 1989), or even a set of growth factors 
(Kronthaler, 2005). The aim of the cluster analysis here is to highlight groups of high, 
average, and low performers for each dimension, calculate their size, present the general 
characteristics of each group. The comments on clustering that follow are more or less 
detailed depending on the relevance of the results for the objectives of this study.
6.2.1 Tourism Industry Structure (TIS)
The dimension ‘tourism industry structure’ is made up of three composite indicators: 
TISden that gauges the density of tourism firms in a destination, TISdim that measures the 
dimension of the tourism industry of an area, and TISqua that is about the quality level of 
accommodation. The descriptive statistics are synthesized in Table 6-1.
The mean (standard deviation) of the composite indicators of tourism density, dimension 
of tourism firms, and quality level of tourism accommodation is .15 (.12), .16 (.12), and 
.15 (.14) respectively. The coefficients of variation (CV) -  respectively: .80, .75, and .93 -  
are all just below 1, indicating a fair degree of variability of data about the mean. If the 
minimum and maximum values of the indicators are taken into consideration, it emerges
TlS-tourism industry structure, DMN- nature of tourism demand, GOV-destination governance, SHR- 
skilled human resources, ATR-Tourist attractors, SPF supporting factors, PRC prices of tourism services. For 
a detailed description and justification see section 5.6. For the list and justification of the indicators used to 
measure the dimensions see section 5.7.2.
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how wide the range is for all of them -  and it is the maximum possible (1) for the quality 
level of tourism accommodation -  while the mean is always at low levels. These numbers 
indicate clearly that some Italian provinces have a quite developed tourism industry while 
others have not. This is an expected result, since it would not be logical to think about all 
the territory of a country interested in the presence of tourism activities. On the other hand, 
there is also the indication of a diffuse presence of small-medium firms of average level.
Table 6-1 TIS indicators: descriptive statistics
TISden Mean .15
Variance .02
Std. Deviation .12
Minimum .01
Maximum .81
CV .80
TISdim Mean .16
Variance .01
Std. Deviation .12
Minimum .01
Maximum .71
CV .75
TISqua Mean .15
Variance .02
Std. Deviation .14
Minimum .00
Maximum 1.00
CV .93
These considerations are supported also by further analysis. If the observations of the 
dataset are clustered using as input variables the three indicators of TIS (see Figure 6-1), it 
emerges how about half of the provinces (55.3%) cluster in the first group which is the low 
performer group, having all the indicators values below the mean. The second cluster 
represents the average performers (39.8% of the provinces), even though the quality level 
is well above the mean, while the third cluster groups the provinces that outperform in 
terms of dimension and density of tourism firms but with a quality level below the mean. It 
has to be considered that the quality level is calculated taking account of just the bed places 
in 4 and 5 star hotels and their ratio in comparison of bed places in 2 and 1 star hotels, thus
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excluding the 3 star hotels. The third cluster (which groups just 5% of the Italian 
provinces) basically comprise the two most renowned mass and traditional tourism 
destinations, one for seaside tourism and the other for mountain tourism (Rimini and the 
two provinces of Trentino-Alto Adige), and the two Italian capital cities for leisure and 
business tourism (Roma and Milano).
Cluster 1 2 3
Size
55 ,3%
f57)
39 ,8%
f411
4.9%
inputs;
'
TIGdt'll
0 ,10
Tl S d e n 
0,18
T lSdun
0,43
T ISqua  
0.1 0
T ISqua
0,23
T ISqua 
0,1 1
Figure 6-1 Two-step cluster analysis with TIS indicators as input variables 
Note: the degrading colour shows degrading input (predictor) importance.
6.2.2 Nature of Tourism Demand (DMN)
The dimension ‘nature of tourism demand’ comprises two indicators: the first 
(DMNWEAa) measures the wealth of tourism demand expressed as the adjusted PPP GDP 
per capita of the main international markets, the second (DMNINTa) measures the level of 
internationalization of tourism demand, calculated as the ratio of international arrivals on 
the total number of arrivals. Table 6-2 summarizes the descriptive statistics for the two 
indicators.
DMNWEAa has a mean (standard deviation) of 32,716 (3,050), while DMNINTa has a 
mean (standard deviation) value of 31.37 (15.82). The variability of the first indicator is 
extremely low, reporting a CV value of .09. The wealth of the tourism demand of each 
province ranges from a minimum of 19,310 euros to a maximum of 38,638 euros PPP 
adjusted GDP per-capita, but there is a high concentration around the mean value. This 
may be determined by a dependence of most of the tourism areas on the same origin 
markets.
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Turning to the level of internationalization of the Italian provinces (DMNINTa), the 
indicator has a mean of 31.37 and a standard deviation of 15.82. It is clear from the 
minimum and maximum ranges that the dataset comprises provinces with relatively limited 
international demand (minimum: 7) and provinces significantly internationalized 
(maximum: 72.49), even though the coefficient of variability is again low, being .5.
Table 6-2 DMN indicators: descriptive statisties
Statistic
DMNWEAa Mean 32,716
Variance 9,304,879
Std. Deviation 3,050
Minimum 19,310
Maximum 38,638
CV .09
DMNINTa Mean 31.37
Variance 250.39
Std. Deviation 15.82
Minimum 7.00
Maximum 72.49
CV .5
The synthetic results of the cluster analysis of this dimension are depicted in Figure 6-2. 
The analysis shows a substantial group of provinces (44.7%) that has a high performance 
on both indicators (group 2), while group 1 -  the most numerous (46.6% of provinces) - 
has an average performance in terms of wealth of tourism demand but low levels of 
internationalization. Finally, a very small group (8.7%) has a level of internationalization 
of tourism demand close to the mean but with well-below the mean wealthy demand 
(group 3). This last group can be assumed to include the worst performers since, even 
though it has already average ratios of international tourist flows, it is not exploiting the 
wealthiest demand. Interestingly, the low performing provinces of this dimension, except 
for Rimini, are different from the ones of the previous dimension.
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Figure 6-2 Two-step cluster analysis with DMN indicators as input variables 
6.2.3 Destination Governance (GOV)
This dimension has two indicators: the first (GOVpub) is a composite indicator of the 
public investment in the tourism sector, the second (GOVcop) is about the level of 
cooperation between tourism operators, both public and private. Table 6-3 reports the 
descriptive statistics for the two indicators.
Table 6-3 GOV indicators: descriptive statistics
Statistic
GOVpub M ean .37
Variance .02
Std. Deviation .14
M inimum .02
M aximum .97
CV .38
GOVcop M ean .36
Variance .02
Std. Deviation .14
M inimum .00
M aximum 1.00
CV .39
The mean (standard deviation) is .37 (.14) for the first indicator and .36 (.14) for the 
second indicator. Again, minimum and maximum values have a large range, being the 
maximum possible (1) for the indicator measuring the level of cooperation. This means
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that in some provinces there are no tourism consortia or similar. The CV is anyway low for 
both indicators, being just below .4.
The cluster analysis on this dimension reports three almost equally distributed groups 
(37.9%, 31.1%, and 31.1% respectively — see Figure 6-3). Even though the first group may 
be considered the best performer, since it is the one with the highest public investment 
compared to the others and an average level of cooperation, both values are nonetheless 
below the mean values. The second and third group are complementary: the second group 
has a better performance in terms of public investment but a low cooperation level; the 
third group behaves in the opposite way, suggesting a push to cooperation when the public 
sector is not investing in tourism. Also these groups have all values below the mean.
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Figure 6-3 Two-step cluster analysis with GOV indicators as input variables.
6.2.4 Skilled Human Resources in Tourism (SHR)
Two indicators are part of the dimension ‘skilled human resources’: SHRedu, a composite 
indicator measuring the number of students involved in tourism studies at high and higher 
education level, and SHRtm that is a composite indicator about the investment in training 
by tourism firms. The descriptive statistics for these indicators are synthetized in Table 6-4.
The indicators have similar mean (standard deviation), being .17 (.15) and .14 (.12) 
respectively. In both cases, the minimum value is 0, therefore there are provinces with no 
investment in human resources in the tourism field, even though there are no provinces 
without some tourism activities. The maximum value of tourism education is .84 and of 
tourism training .51, denoting a lower investment of tourism firms in training. The
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variability of values about the mean is quite significant even though not high (the CV are 
.88 for SHRedu and .85 for SHRtm).
Table 6-4 SHR indicators: descriptive statistics
Statistic
SHRedu Mean .17
Variance .02
Std. Deviation .15
Minimum .00
Maximum .84
CV .88
SHRtm Mean .14
Variance .02
Std. Deviation .12
Minimum .00
Maximum .51
CV .85
The cluster analysis of this dimension retums three distinct groups with different 
performances (see Figure 6-4).
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Figure 6-4 Two-step cluster analysis with SHR indicators as input variables 
Note: the degrading colour shows degrading input (predictor) importance.
The first cluster is the high performer and accounts for the 16.5% of provinces, group 2 is 
the average performer and includes most provinces (44.7%), and group 3 is the low 
performer and accounts for the 38.8% of provinces. The first group is the most interesting
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since it makes evident how some Italian territories have significantly invested in tourism 
education. Most of these provinces are part of two regions: Piedmont and Sicily. Therefore 
it is plausible to hypothesize a direct role of the two regional governments on this issue.
6.2.5 Tourist Attractors (ATR)
This dimension is about the tourist attractors of tourism destinations and includes three 
indicators: ATRCRSa that is a composite indicator of the endowment of cultural resources 
and services, ATRNRSa that is the ratio of natural parks to the total area of a territory, and 
ATRNRSb that accounts the total squared kilometres of protected areas within a territory. 
Table 6-5 reports the descriptive statistics for the ATR dimension.
Table 6-5 ATR indicators: descriptive statistics
Statistic
ATRCRSa Mean 85.9
Variance 5,426.87
Std. Deviation 73.67
Minimum 19.14
Maximum 517.38
CV .86
ATRNRSa Mean 3.92
Variance 38.05
Std. Deviation 6.17
Minimum .00
Maximum 23.69
CV 1.5
ATRNRSb Mean 125.15
Variance 56,802.99
Std. Deviation 238.33
Minimum .00
Maximum 1,465.00
CV 1.9
The indicator ATRCRSa has mean 85.9 and standard deviation 73.67 with significant but 
not high variability about the mean (CV = .86). Basically all the units of observation have a 
certain number of cultural resources and services, the minimum value being 19.14.
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However the range minimum-maximum is quite large, with the maximum value 517.38. 
Overall, the richness of the Italian territories in terms of cultural endowment is clear as is 
the presence of some outperformers.
The indicators about natural resources have a different pattern compared to the previous 
one: the mean (standard deviation) of ATRNRSa and ATRNRSb are 85.9 (73.67) and 3.92 
(6.17) respectively. The two most interesting statistics are the minimum values (0 in both 
cases) and the CV (1.5 and 1.9). The Italian provinces are, therefore, quite heterogeneous 
with regard to protected natural resources.
The different patterns between natural and cultural resources is reflected also in the cluster 
analysis (see Figure 6-5).
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Figure 6-5 Two-step cluster analysis w ith ATR indicators as input variables (the degrading 
colour shows degrading input (predictor) importance).
The first group accounts for 18.4% of the Italian provinces and the third for a small 3.9%. 
The first cluster is characterized by a strong presence of natural resources and just above 
the average cultural resources, while the third has the two values for natural resources 
below the average but they are compensated by a very significant richness of cultural 
resources. Rome and Florence, for instance, are within this group. Because of the different 
role of natural and cultural resources within the two groups it is controversial to assess a 
degree of performance. Rather there are very different characterizations of the territories. 
As such, both groups can be considered best performers even though for different 
segments. On the other hand, the second group, which accounts for greatest part of the 
Italian provinces (77.7%), is characterized by low performance having all the values below
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the average. Maybe within this group there are average and low performers but the cluster 
analysis does not distinguish them.
6.2.6 Tourism Supporting Factors (SPF)
This dimension includes four distinct aspects, gauged by as many indicators: a composite 
index of accessibility (SPFACSa), a composite index of ICT infrastructure (SPFTCNa), a 
composite index of bank and financial services (SPFCRFa), and an indicator of 
environmental quality that measures the number of tourism public and private operators 
adopting environmental certifications (SPFENVa). Their descriptive statistics are 
summarized in Table 6-6.
Table 6-6 SPF indieators: deseriptive statistics
Statistic Statistic
SPFACSa Mean 103.78 SPFCRFa Mean 90.67
Variance 3,058.60 Variance 1,918.81
Std. Deviation 55.30 Std. Deviation 43.80
Minimum 24.81 Minimum 21.65
Maximum 404.16 Maximum 274.19
CV .53 CV .48
SPFTCNa Mean 84.55 SPFENVa Mean 10.70
Variance 2,718.78 Variance 199.84
Std. Deviation 52.14 Std. Deviation 14.14
Minimum 16.60 Minimum .00
Maximum 386.71 Maximum 97.00
CV .61 CV 1.32
It is clear from the table that, while the first three indicators have a low variability about 
the mean (CV= .53, .61, and .48 respectively), the last indicator has a high coefficient of 
variation (1.32). At the same time, while all the Italian provinces, as expected, have some 
degree of accessibility, technological infrastructure, and financial services (the minimum 
value for all of them is around 20), they have not necessarily adopted tools of green 
management (minimum value of the indicator: 0). On the other hand, the maximum values 
of all the indicators are well-above the respective mean values, suggesting a significant 
investment of some territories in supporting factors.
-164 -
On this point the cluster analysis shows helpful information (see Figure 6-6). The low 
performer group (number 3) accounts for 71 % of the Italian provinces, highlighting well- 
known infrastructural criticalities. On the other hand, 18.4% of the provinces are part of 
the group with a high performance on this dimension (group 1), and just 9.7% has an 
average performance on three indicators (accessibility, technology, and credit services), 
but - interestingly - the highest performance on the environmental quality (group 2).
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Figure 6-6 Two-step eluster analysis with SPF indicators as input variables (the degrading 
colour shows degrading input (predictor) importance).
6.2.7 Price of Tourism Services (PRC)
The price of tourism services is measured by the median price of three star hotels 
(PRCPRCa) and the average variation of the CPI of tourism services (PRCPRCb). Table 
6-7 reports the descriptive statistics.
The median price of three star hotels has a mean of about 92 euros and a range of 80 euros 
(difference between the minimum and maximum value), thus showing different price rates 
within the territories, as expected, even though the standard deviation is 16.69 and the CV 
is .18, thus both quite low, denoting a certain concentration of values about the mean. The 
second indicator has a higher CV (.48) but still not high, basically confirming the point 
made above.
The cluster analysis reports three groups fairly distributed: the high performer is group 1 
(35.9% of provinces), the low performer is the second group (33.9% of provinces), and the 
third is the average group accounting for 31.1% of the Italian provinces. Since price
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competitivness is here taken into account, the high performers are considered the provinces 
with prices below the mean and the opposite for the low performers.
Table 6-7 PRC indicators: descriptive statistics
Statistic
PRCPRCa Mean 92.11
Variance 27&70
Std. Deviation 16.69
Minimum 5Z00
Maximum 132.00
CV .18
PRCPRCb Mean .02
Variance .00
Std. Deviation .01
Minimum .00
Maximum .05
CV .48
Cluster
35,9%  
(37)
inputs
Figure 6-7 Two-step cluster analysis with PRC indicators as input variables (the input 
(predictor) variables have equal importance).
6.2.8 Destination Performance (PRF)
Finally, with regard to the outcomes of competitiveness, the dataset has three indicators of 
destination performance: the market share (PRFMKS), the gross occupancy rate 
(PRFOCC), and the tourist expenditure (PRFEXP). See Table 6-8 for the descriptive 
statistics of the indicators.
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The market share has mean 895,300. The standard deviation is quite high and the 
coefficient of variation is 1.5 thus highlighting a high variability of observations about the 
mean. As a matter of fact, there is a large difference between the minimum value (47,933) 
and the maximum value (9,736,377). The maximum value itself is considerably above the 
average. The same can be said also for tourism expenditure, for which CV is very high 
(2.2), as the range between minimum and maximum values (4 and about 4,800). The gross 
occupancy rate, on the other hand, has a low CV (.27). The mean occupancy rate of Italian 
accommodation is .29, with a minimum of .12 and a maximum of .56.
Table 6-8 PRF indicators: descriptive statistics
Statistic
PRFMKS Mean 895,300.50
Variance 2,000E12
Std. Deviation 1,414,257.11
Minimum 47,933.00
Maximum 9,736,377.00
CV 1.50
PRFOCC Mean .29
Variance .01
Std. Deviation .08
Minimum .12
Maximum .56
CV .27
PRFEXP Mean 287.43
Variance 400,310.00
Std. Deviation 632.70
Minimum 4.00
Maximum 4,824.00
CV 2.20
Turning to the cluster analysis, the synthetic results are reported in Figure 7-8. The analysis 
highlights a very small group of best performers (6.8% of the Italian provinces, group I in 
the figure). Naples, Rome, Milan, Venice, Verona, Bolzano and Florence are the seven 
provinces of this group. Interestingly, these provinces behave in different ways on the 
other dimensions. Another 33% of provinces (group 3) are average performers (average
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market share, tourist expenditure a little below the average, but compensated by the 
occupancy rate), while more than half of the Italian provinces are low performers (60.2%) 
and are clustered in group 2.
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Figure 6-8 Two-step eluster analysis with PRF indicators as input variables (the degrading 
colour shows degrading input (predictor) importance).
6.2.9 Conclusions derived from descriptive statistics and need of further analysis
The analyses above suggest not just that the performance of the territories under 
investigation is different (see section 6.2.8) but also that each province performs differently 
across the dimensions of competitiveness. Table 6-9 indicates how the three clusters of 
each dimension account for a different number of observations, and this is evidence of the 
fact that the behaviour of the provinces is not consistent across the dimensions. It is not 
just the percentage of provinces clustered in each group that changes but the single 
provinces themselves can be high performers on one dimension and low performers on 
others.
These results support the starting point of this thesis that recognizes the 
multidimensionality of the construct of competitiveness acknowledged in the literature: the 
performance of tourism destinations cannot be measured and explained just by single 
factors and actions. Rather it is a complex interaction of various aspects that need to be 
observed.
Therefore, the contributions of the performances on these dimensions to the 
outcome/performance of competitiveness need to be addressed using more sophisticated
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tools that allow understanding the synergic influence of these dimensions on the overall 
tourism performance of destinations. This leads to the use of a SEM approach and to PLS 
analysis in particular.
Table 6-9 Clustering of the Italian provinces in high, average, and low performers on the 
dimensions of competitiveness (% values)
Dimension High Average Low
TIS 4.9% 39.8% 55J%
DMN 45.1% 47.1% 7j%
GOV 38.2% 31.4% 30.4%
SHR 16.7% 45.1% 3&2%
ATR(*) 2Z3% - 77.7%
SPF 18.8% 9.9% 71.3%
PRC 31.7% 31.7% 36.6%
PRF 6.9% 59.8% 33.3%
Note: (*) two groups are considered high performers (see above for justification).
6.3 Model specification: Application of theoretical and empirical criteria 
to the local destination competitiveness construct
The most recent fundamental studies on PLS recommend to acknowledge the distinction 
between formative and reflective measures in model specifieation^^. In the preliminary 
analyses of this research (see chapter 6) the measures were treated reflectively as the 
procedures to analyse reflective models are largely developed in the literature and provide 
well-established criteria for their assessment. However this approach can be questioned. 
The results themselves of the preliminary steps of the analysis (EFA, CFA, and PLS with 
reflective items) did not provide sufficient proof of the reliability and validity of the 
indicators used to gauge the factors driving local competitiveness, factors that are latent, or 
unobservable, dimensions. On the other hand, these dimensions are well supported by the 
literature and from a conceptual standpoint. It was discussed that the size and quality of the
25 The distinction between formative and reflective measurement models is introduced in chapter 6.
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dataset could have a negative effeet on the use of these techniques of analysis, nonetheless 
the combined possibility of a model misspecification has to be considered, since not even 
the use of PLS, which is more robust in the presence of problematic data, provided 
sufficient support for the measurement model.
Given these premises, the alternative of modelling the measurement items formatively is 
here evaluated using both the theoretical and empirical criteria exposed in detail in the 
chapter dedicated to the research methods (see in particular section 5.9.5 and Table 5-4).
6.3.1 Theoretical considerations
Competitiveness is a broad coneept that encompasses several dimensions. Overall the 
literature shows that it can be conceptualized either by assuming a subjective perspective, 
related to perceptions and behaviours of customers and operators, or by assuming an 
objective point of view that deals with the multifaceted characteristics of a place (see 
section 3.7.1). In the second case, it is more likely to assume that the key dimensions that 
explain the competitiveness of a destination -  in this study: the structure of its industry, the 
presenee of skilled human resourees, the nature of its demand, and so on - are the result of 
factors and actions that occur at destination level. In other words, the dimensions do not 
exist before these factors and actions, as latent variables are intended to in the literature. It 
follows that the measures are not manifestations of the dimensions, rather their causes. For 
example, it is the overall industry structure of an area (TIS) that is determined by factors 
such as the density of tourism firms, their quality level, and their dimension, not the 
opposite. So, the direetion of causality is fi-om the measures to the construct. Or again, the 
dimension ‘tourist supporting factors’ (SPF) is made of distinet aspects: good accessibility, 
diffused bank services, technological infrastructure, and environmental management 
schemes. These aspeets cause the unobserved dimension, whieh does not exist in itself.
In addition to the direction of causality, the interchangeabilty of the measures and their 
unidimensionality has to be considered. Formative measures are not expected to share a 
common theme because they gauge different aspects of a construct, or -  in other words - 
they are not the multifaceted manifestation of a unique domain. This means that the value 
of the formative measures can change independently of each other and that removing a 
measure may alter the meaning of the unobserved construct. For example, the investment
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in tourism training and students’ enrolment in tourism sehools can lead to a more skilled 
labour force (the unobserved dimension SHR), but an increase in SHR does not neeessarily 
mean an increase of the two items. It could be just one of the two. Moreover they are not 
interchangeable, sinee they measure distinct aspects. Again, the average dimension of 
tourism firms in a destination is not necessarily correlated with their quality level or with 
their density, and a change in the tourism industry structure (the unobserved dimension 
TIS) can be caused by all these measures or by only some of them.
The same reasoning easily applies to the other dimensions of local tourism 
competitiveness: ‘prices’ (PRC), ‘demand nature’ (DMN), and ‘destination governance’ 
(GOV). In general we can affirm that, with regard to their nature, none of these dimensions 
exist as independent entities, the causality flows from the indicators to the constructs, and 
the indicators do not share a common theme being multidimensional and not 
interchangeable.
As further proof, two studies on tourism competitiveness that are coneeptually and 
methodologically close to this research, model the country tourism competitiveness 
indexes of the WTTC and of the WEF formatively (Mazanec & Ring, 2011; Mazanec et 
al., 2007). Referring to their approach, Mazanec and Ring (2011) sustain:
‘there is nothing like the latent quality of a receiving country named destination competitiveness 
that mysteriously determines the country’s tourism success or failure. All latents are just 
shortcuts and compound variables meticulously compiled with numerous constituents’ (p.730).
6.3.2 Empirical evidence
In addition to theoretical reasoning, some empirical evidence can support model 
specification, even though there are no clear and accepted proofs in this direction (Coltman 
et al., 2008; Wilcox et al., 2008). As we will see in discussing this point, the empirical 
evidence is largely associated with the assessment of the measurement model since it is 
based basically on the same indicators and there are neither diagnostic indicators nor tests 
that can say in a definitive way which is the correct typology of the measures.
A first aspect that is consistently highlighted about formative measures is that there is no 
assumption about their correlation, while reflective measures must be highly correlated and 
unidimensional. The internal consistency of reflective indicators is tested through various
-171 -
diagnostic indicators, such as Cronbach’s alpha, Dillon Glodstein’s rho, AVE, and factor 
loadings. Even though some studies that use formative indicators provide these 
diagnostics, maybe because they are generally required by the scientific community as 
proofs of scale reliability (Jarvis et al., 2003), this is inappropriate since formative 
measures may or may not correlate and -  above all -  they are not unidimensional, since 
they do not necessarily share a common theme. As seen in the previous chapter, the only 
dimension that is consistently positive for these diagnostic indicators is competitiveness in 
relation with the performance (outcomes) measures. This suggests that the measures of the 
other dimensions are not internally consistent, thus not appropriate as reflective measures, 
but it does not prove that they are formative. On the other hand, there are no equivalent 
empirical tests for formative measures since -  as said -  there are no assumptions about 
their correlation. The only aspect is the direction of the relationship that should be the same 
for all the measures. This is an integral part of the model assessment and will be discussed 
in the following section.
With regard to the relationship of the measurement items with the construct antecedents 
and consequences, formative indicators are not supposed to share similar relationships, 
unlike reflective indicators. For reflective indicators this aspect refers to their discriminant 
validity that was not confirmed in the preliminary steps of the analysis (see section 5.11). 
Again the lack of discriminant validity just shows model misspecification but it is not a 
countercheck of the fact that the indicators are formative. The literature suggests either to 
use a Multiple Indicators and Multiple Causes (MIMIC) model or to link the formative 
construct to another construct that represents its antecedence or consequence and that is 
measured reflectively (Coltman et al., 2008). This last option is what will be done in the 
next section by PLS analysis. The choice depends on the nature of the construct and of the 
measures. The MIMIC model is more appropriate when a construct can be measured both 
ways and the measures pertain to the same conceptual domain, while the second when the 
measures capture exogenous variables influencing an endogenous variable gauged by 
reflective measures (Jarvis et al., 2003).
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6.4 The formulation of the model
Following the results of the previous section, a mixed approach is used for the final 
formulation of the model. The literature names ‘mode C’ the models that include both 
reflective (mode A) and formative (mode B) measures (Tenenhaus et al., 2005). The 
construct ‘local tourism competitiveness’ is formative with respect to the measurement of 
the exogenous latent variables (the 7 dimensions), while the endogenous latent variable 
(competitiveness) is gauged reflectively. This is consistent with the literature, since as 
reported by Martinez-Ruiz and Aluja-Banet (2009) ‘Mode A is often used for an 
endogenous LV and mode B for an exogenous one’ (p.272).
The endogenous construct ‘local tourism competitiveness’ is identified through both 
measurement and structural relations. Competitiveness is predicted by the unobserved 
exogenous dimensions of the model (measured formatively -  mode B), and the level of 
competitiveness of a destination is assumed to be reflected by the outcome indicators 
(mode A). In this case, the changes of the manifest items ‘market share’, ‘occupancy rate’, 
and ‘expenditure’ reflect changes in the level of competitiveness of a destination: if 
competitiveness grows this should lead to (cause) an increase in all its measures.
Another specification is important at this point with reference to the terminology of SEM 
techniques in general and PLS in particular. First, while with reflective approaches the 
current practice is to term the unobserved constructs ‘latent dimensions’ or ‘latent 
variables’ and their observed measures ‘manifest items’ or ‘manifest variables’, when 
turning to formative this terminology is not adequate anymore. The observed items do not 
reflect but cause the unobserved constructs which, as a consequence, are not properly 
‘latent dimensions’ as in factor analysis (Martinez-Ruiz & Aluja-Banet, 2009). At the same 
time, it is not appropriate anymore to name the measures as ‘manifest’. In addition, the 
direction of causality is from the exogenous unobserved dimensions towards the 
endogenous dimension, and -as such -  they can appropriately be named ‘determinants’ of 
the unobserved endogenous variable.
The overall model of tourism destination competitiveness is depicted in Figure 6-9. Using 
the typical terminology of PLS modelling, the outer (measurement) model and the inner 
(structural) model are marked in the path diagram by squared boxes and by circles
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respectively. Moderating effects among the latent variables are not introduced at this stage 
of research since the dataset size would not allow testing more complex relationships. 
However this could represent an interesting development of the study for further research.
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GOVPUB
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5HREDU PRFEXP
SHRSHRTRN ^  PRFMKS 
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SPFACSa SPFENVa PRCPRCa PRCPRCb
Figure 6-9 Path Model of Tourism Destination Competitiveness.
6.5 The assessment of the model
As for the techniques described in the previous chapter, the overall evaluation of structural 
equation models is a two-step process that deals first with the validation of the 
measurement (or the outer) model and, if this is assessed, continues with the structural 
(inner) model. More precisely, PLS simultaneously assesses both the measures and the 
parameters of the model, however from a methodological perspective the two aspects need 
to be evaluated in a logical sequence. The next two sections are dedicated to these two 
steps reminding that, unlike reflective indicators, the assessment of validity and reliability 
of formative indicators is understudied and consolidated guidelines do not exist. Therefore 
the evaluation of the model will be performed using the few recurring procedures, derived 
from the fondamental methodological literature on formative models: Diamantopoulos and 
Winklhofer (2001), Petter, Straub, and Rai (2007), Diamantopoulos, Riefler, and Roth 
(2008), and Cenfetelli and Bassellier (2009). The procedures are still fragmented and an 
overall accepted scheme does not exist, however the studies published by Coltman et al.
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(2008) and by Andreev et al. (2009) are first attempts to fill in this gap. In addition, an 
overall ‘goodness of fit’ measure, as in CB-SEM techniques, does not exist also because of 
the inherent diverse objectives of the two methods.
6.5.1 Validation of the measurement model
The content validity of the measurement items, as already discussed above, cannot make 
use of the typical diagnostic indicators of convergent validity. The literature emphasises 
that content validity is most of all judged conceptually: the measurement items must be 
well supported by the literature, and possibly, by professionals of the field. This aspect, 
and the conceptual validation process of the measures, was described in detail in section
6.3.1 and we refer to it. In addition, the reliability and validity of the measurement model is 
assessed by (a) testing multicollinearity and (b) evaluating indicator validity through 
significance, sign and magnitude of the measurement items.
(a) As seen above, formative items belonging to the same dimension can be correlated or 
not from a theoretical standpoint. This means that collinearity between the measures of a 
dimension is not a requisite. Nonetheless, multicollinearity is disadvantageous for 
formative measures since they are estimated through multiple regressions. The magnitude 
of multicollinearity with formative indicators can be statistically tested by the variance 
inflation factor (VIF) that says how much collinearity impacts on an estimated regression 
coefficient. There is no accepted agreement on the threshold for this indicator: while some 
authors indicate VIF <10 as acceptable, a more stringent interpretation indicates <3.3. The 
indicators of the model do not seem affected by severe multicollinearity, having just two of 
them (SPFTCNa and SPFCRFa) with a VIF value around 4, but nonetheless much lower 
than the highest acceptable threshold of 10 (see Table 6-10) so it can be assumed that it 
does not impact negatively on the stability of the estimates.
Table 6-10 VIF values for the formative indicators
Indicator VIF Indicator VIF Indicator VIF
TISden 1.471 ATRNRSa 2.717 SPFACSa 1.200
TISdim 1.419 ATRNRSb 2.706 SPFTCNa 4.016
TISqua 1.246 GOVpub 2.022 SPFCRFa 4.428
DMNINTa 1.092 GOVcop 2.022 SPFENVa 1.138
DMNWEAa 1.577 SHRedu 1.775 PRCPRCa 1.007
ATRCRSa 1.007 SHRtm 1.775 PRCPRCb 1.007
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(b) The second aspect refers to an evaluation of the direction and magnitude of the outer 
weights of the measurement items and of their statistical significance. The latter precedes 
any consideration of the former, since the value of the outer weights is not relevant if they 
are not statistically reliable. The t-statistics of the weights are obtained by bootstrapping. 
There is not an accepted number of re-samples, but the praxis is generally 200. Even 
though some authors claim that a number of re-samples equal to the number of 
observations is sufficient, others consider more reliable a greater number (generally 500, 
following Chin, as discussed in Andreev et al. (2009)). This is the choice here. The t- 
statistics are reported in Table 6-11, where it emerges how all the dimensions have some 
significant measures, even though the full set is not confirmed.
Table 6-11 Outer weights and t-statistics of the measurement model, two-tailed t-values * at the 
.1 significance level, ** at the .05 significance level,*** at the .001 significance level.
Measures
Outer
Weights T-Statistics^
TISden -0.077 0.643
TISdim 0.991*** 18.542
TISqua -0.357*** 3.494
DMNINTa 0.922*** 20.179
DMNWEAa 0.267** 2.606
GOVcop 0.141* 1.821
GOVpub 1.001*** 71.810
SHRedu -0.652 1.199
SHRtm 1.359*** 3.791
ATRCRSa 0.918*** 10.795
ATRNRSa -0.238 0.818
ATRNRSb 0.536* 1.754
SPFacs -0.079 0.784
SPFcrf 0.396 1.373
SPFenv -0.045 0.358
SPFtcn 0.679** 2.434
PRCPRCa 0.662*** 4.101
PRCPRCb 0.696*** 4.259
Note:  ^Based on bootstrapping with 500 resamples.
-176-
In assessing the significance levels of the t-statistics it can be considered acceptable, giving 
the small sample size of the dataset and the fact that the model is here tested for the first 
time, to admit as significant also the values at .1 level (GOVcop and ATRNRSb). Because 
of the non-interchangeability of formative measures, indicators that are not significant 
cannot be dropped unless they are gauged by other items within the dimension. This is not 
the case for the non-significant indicators in the model, since they represent distinct 
features of the dimension. For instance, within the dimension ‘supporting factors’ (SPF), 
credit and finance, environmental schemes, and accessibility are all distinct characteristics 
of a place that can support the tourism industry. The possibility to substitute the non­
significant indicators with other indicators is not feasible as well given the aim of this 
study to use available secondary data.
With regard to direction and magnitude, all the significant measures show the expected 
direction besides the ‘quality level’ (TISqua) of the tourism industry. The magnitude is at 
acceptable levels for all the significant measures if we assume 0.1 as the lowest level for B 
-  being the outer weights the equivalent of B in regression analysis - while some authors 
suggest a more prudential 0.2 that would exclude the level of cooperation within the 
destination (GOVcop).
Turning to discriminant validity, a possible way to test if the dimensions actually represent 
distinct dimensions is by checking the correlations between them that should be below .71, 
as reported by Andreev et al. (2009). The coefficients are reported in Table 6-12 where a 
high correlation emerges between demand nature (DMN) and destination governance 
(GOV) even though they are conceptually different dimensions. The coefficients are 
calculated by the PLS algorithm which produces determined LVs scores, unlike CB-SEM 
where the LVs are undetermined.
To synthesize, the measurement model seems not negatively affected by severe
multicollinearity and all the dimensions can rely on some valid measures, even though the
entire set of items is not fully validated from a statistical standpoint. However, the
conceptual judgment of the items support their appropriateness within the model, and -  in
addition -  they are not interchangeable with other indicators. For these reasons, it seems
appropriate to keep all of them for further analysis. With regard to discriminant validity,
the high correlation coefficient between ‘demand’ and ‘governance’ says that the common
-177-
variance of the two dimensions is significantly more than 50% and can advise for possible 
specification issues. A possible solution suggested by the literature is to merge the 
dimensions if theoretically sound, but this is not the case.
Table 6-12 Correlations between dimensions
ATR DMN GOV PRC SHR SPF TIS
ATR 1.00
DMN 0.48 1.00
GOV 0.54 0.91 1.00
PRC 0.20 0.24 0.27 1.00
SHR 0.35 0.32 0.29 0.00 1.00
SPF 0.54 0.47 0.49 0.29 0.30 1.00
TIS 0.47 0.37 0.53 0.21 0.22 0.47 1.00
Finally, with regard to the reflective measures of the endogenous variable (the outcome 
measures), both the convergent and discriminant validity are assessed by all the diagnostic 
indicators, as reported in Table 6-15, Table 6-16, and Table 6-17. For details on these 
diagnostic indicators, see the previous chapter, section 5.11.
Table 6-13 Diagnostic indicators of convergent validity of the reflective measures
Dimensions Measures Factorloadings T Statistics(a)
Outputs of competitiveness PRFEXP 0.96 117.46***
AVE = 0.80 PRFMKS 0.96 109.95***
a -  0.87
Dillon-Goldstein’s p= 0.92 PRFOCC 0.76 13.65***
Table 6-14 Discriminant validity of the reflective measures: cross loadings
ATR DMN GOV PRC SHR SPF TIS CMP
PRFEXP 0.62 0.58 0.76 0.32 0.21 0.56 0.72 0.96
PRFMKS 0.59 0.55 0.74 0.31 0.23 0.48 0.81 0.96
PRFOCC 0.50 0.48 0.52 0.34 0.31 0.62 0.41 0.76
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Table 6-15 Diseriminant validity o f the reflective measures: Fomell-Lareker’s criterion
CMP
CMP
0.90
TIS
0.75
DMN
0.60
GOV
0.76
SHR
0.27
ATR
0.64
SPF
0.60
PRC
0.35
6.5.2 Validation of the structural model
The assessment of the explanatory power of the structural model is informed by three 
aspects (Andreev et al., 2009; Hubona, 2011):
■ the value of the that says the amount of variance of the endogenous construct 
explained by the exogenous dimensions;
■ the significance, magnitude, and direction of the path coefficients, since the 
estimated values for path relationships should be high and statistically significant;
" and finally the effect size, which indicator is the Choen’s/m easured as the effect of 
removing a dimension on the overall R .^ The formula is: m odel -  R2 p artia l m odel
1 -  R2 full m odel
The value of the R  ^is highly significant, considered that a value up to .67 is considered 
substantial (Chin, 2000). If also the F  ^is considered, additional information is provided on 
the size of the effect of the single dimensions in explaining the total variance of destination 
competitiveness.
Table 6-16 R squared and F squared values
Model R^ F^ Interpretation
Total 0.852
TIS excluded 0.776 0.51 strong
DMN excluded 0.840 0.08 weak
GOV excluded 0.800 0.35 moderate
SHR excluded 0.849 0.02 weak
ATR excluded 0.830 0.15 moderate
SPF excluded 0.844 0.05 weak
PRC excluded 0.844 0.05 weak
Table 6-16 reports the R  ^ and the related F  ^ values if one of the seven dimensions is
alternately excluded. Given the thresholds provided by Choen - that are .02<.15 weak, .15
>.35 moderate, >.35 strong (Cohen, 1992; Hubona, 2011) -, the dimension with the
-179-
strongest effect is ‘tourism industry structure’(TIS), with 0.5. The explanatory power of 
the model would drop to 0.776 without this dimension, remaining anyway very high. Both 
‘destination governance’ (GOV) and ‘tourist attractors’ (ATR) have a moderate effect, 
while the effects of the other dimensions are weak.
Among the seven dimensions, however, the nature of tourism demand’ (DMN) is not 
significant (Table 6-17). As for the outer weights, t-statistics at the .1 are considered 
significant (SHR and SPF). The direction of the path coefficients is the one expected as 
they all positively contribute to explain the construct, although skilled human resources 
(SHR) has smaller magnitude, still assuming as adequate a B > .1, compared to the other 
dimensions.
Table 6-17 Path coefficients and t-statistics of the stmetural model, two-tailed t-values * at the 
.1 significance level, ** at the .05 significance level,*** at the .001 significance level.
Dimensions
Path
Coefficients T Statistics^
TIS 0.371*** 4.785
DMN -0.283 1.419
GOV 0.598** 2.508
SHR 0.068* 1.645
ATR 0.199** 2.919
SPF 0.136* 1.860
PRC 0.102** 2.599
Note:  ^Based on bootstrapping with 500 resamples.
In conclusion, the structural model is overall validated, even though one dimension (DMN) 
is not significant and another dimension (SHR) has a negligible influence in explaining the 
endogenous variable. However, it is accepted in PLS to keep non-significant paths within 
the model if they are not in an excessive number.
6.6 Application of the PLS analysis results; The Italian case
Following the evaluation of the local competitiveness model it is interesting to go back to 
the Italian context and to see how the model applies to Italian territories. As seen in the
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model validation some measures need to be improved, nonetheless the model is overall 
assessed, besides the nature of tourism demand that is not significant in explaining 
competitiveness. However, it is considered acceptable to retain not significant paths in the 
model within a certain extent, therefore the full model will be applied to the Italian context.
The PLS algorithm provides the unstandardized index scores for all the dimensions (Table 
6-18 for the descriptive statistics). As the factor scores in regression analysis, the index 
scores can be used for further analysis. The choice here is to run a new two-step cluster 
analysis on the index scores of the outcome dimension ‘tourism destination performance’ 
since this is the key variable in the model (see Figure 6-10 for the synthetic results of the 
cluster analysis).
Table 6-18 Descriptive statistic of the competitiveness index scores (PLS)
TIS DMN GOV SHR ATR SPF PRC PRF
Mean .32 .48 .37 .53 .12 .52 .22 .17
Std. Deviation .54 .18 .13 .81 .12 .16 .15 .14
Minimum -.61 .19 .03 -1.47 .00 .16 .00 .01
Maximum 2.89 .96 .94 3.29 .74 .97 1.05 1.00
CV 1.69 0.37 0.35 1.53 0.98 0.32 0.70 0.80
The cluster analysis indicates the existence of a large group of low performing destinations 
(group 2 -  46.6% of provinces), followed by a group of the same size of destinations with 
average performance (group 3, 46.6% of provinces), and -  finally -  a very small group of 
best performers (group 1, 6.8% of provinces). It is reasonable to have part of the territory 
of a country where tourism is not a competitive industry and it is not particularly 
developed. On the other hand, the most competitive destinations are few and are the 
leading tourism territories within the country: Rome, Venice, Milan, Florence, Bolzano, 
Naples, and Verona are the Italian provinces that are part of this group.
A remark: the cluster analysis on the index scores, differently from the one conducted 
above based on the individual outcome indicators (see section 6.2.8), accounts for the 
cumulative effects of the three indicators. In the first case (section 6.2.8) we have a picture
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of the relative performance of the destinations on the three outcome indicators, in this 
second case and elaboration of the overall destination performance. As such, the results of 
the two analyses are not equivalent even though, as expected, they are quite consistent 
since the adequacy of the three indicators as reflective measures of destination 
performance was validated by PLS analysis.
Cluster
Size
6 , (
(7)
46,6% 46,6%
(48)
inputs
Figure 6-10 Two-step cluster analysis with the PLS index score of ‘destination performance’ as 
input variables
If we compare how the three groups of Italian Provinces behave on the other 
competitiveness dimensions (Table 6-19), we observe some expected results following 
SEM analysis (Table 6-17), although they are not always consistent.
PLS analysis suggests that destination governance (GOV) and the structure of the tourism 
industry (TIS) are the two most significant dimensions and with the highest contribution to 
destination performance. The high performer group of provinces consistently outperform 
the others on these dimensions, as emerges clearly from the comparison of the mean 
values. In addition, supporting factors (SPF) provides the same consistent results even 
though the dimension is less significant. Demand nature (DMN) is consistent as well, even 
though returned as a statically non-significant path in PLS. On the other hand, the mean 
values of tourist attractors (ATR), prices (PRC), and skilled human resources (SHR) across 
the three groups deserve attention and will need some discussion since they provide 
unexpected patterns. ATR has the highest mean value in the lower performer group, SHR 
is low for the group of best performers and PRC suggests low price competitiveness for the
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high performer group since they have the highest prices (the magnitude of the index score 
reflects the magnitude of the two price indicators).
Table 6-19 Mean values of the index scores of the competitiveness dimensions for the three 
performance clusters
PRF CLUSTER" TIS DMN GOV SHR ATR PRC SPF
H Mean 0,58 0,58 0,45 0,46 0,11 0,55 0,31
A Mean 0,28 0,49 0,38 0,56 0,10 0,52 0,22
L Mean 0,31 0,45 0,36 0,50 0,13 0,52 0,20
ALL Mean 0,32 0,48 0,37 0,53 0,12 0,52 0,22
Note:  ^H stays for high performance, A for average performance, and L for low performance
Finally, a further application of the results of SEM analysis can be the use of the index 
scores for ranking the territories. When producing rankings the main issue is how to 
produce a score that is the best possible representation of underlying indicators. Rankings 
are generally criticized since they are often based on unweighted sums of indicators. In the 
descriptive analyses performed in section 6.2 on the dimensions of competitiveness a 
ranking of the provinces was not proposed as a scientific weighting scheme did not exist. 
PLS is a possible way to overcome this issue since, as explained also for the cluster 
analysis above in this section, the index scores are produced by regression analysis thus the 
indicators are weighted on the base of their relative contribution in explaining the 
unobserved variable. As such they are more reliable and accurate. Table 7-20 reports the 
ranking of all the Italian provinces.
The ranking shows that some provinces are strong on some dimensions, while they are not 
on others, thus providing practical indication for improvement. This applies also to the best 
performers, as it is clear for instance for Venice and Bolzano with regard to skilled human 
resources or for Naples for what concerns destination governance. On the other hand, the 
combination ranking-cluster analysis is useful for having an indication of the provinces 
that are similar in terms of overall performance and an overview of the 103 provinces’ 
relative positions with regard to their performances on the competitiveness outcome and 
each of the input dimensions. Thus, the relative strengths and weaknesses of each province 
in regional tourism competition are identified.
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Table 6-20 Ranking o f the Italian Provinces on the PLS index scores and cluster on performance
PROVINCE" PRF CLUSTER^ PRF TIS DMN GOV SHR ATR PRC SPF
LA ROMA 1 1 2 1 5 2 98 2
\L  \  t: II 2 4 3 2 101 15 99 27
LO MI 2 10 10 87
TO FI H 4 13 1 3 2 Î 44 7
TR BZ 3 iipiiiijfaiiHii 95 95 73
CM NA II 6 5 12 10 35 18 41 10
VE_VR 18 26 56 78
YE PD A 8 12 24 29 63 14 54 8
TR TN y 11 40 31 13 28 ' ^5
TO PO A 10 31 16 42 34 60 69 3
L1_GE 11 43 28 27 84 13 91 . 4 ,
PI TO A 12 10 36 15 6 0 53 6
VE TV 13 38 22 30 21 59 38 18
LI SV A 14 78 63 66 55 37 96 39
LO BS l i l i i l i l i l i i l l l i 15 33 17 17 8 19 67 ' 28
SI ME A 16 23 21 22 58 66 83 61
EM RN 17 6 96 97 102 26 19 9
LI IM A 18 68 45 50 51 28 40 34
UM PG 19 28 43 24 78 43 36 60
( M SA A 20 29 54 57 56 80 64 67
TO PI 21 46 12 18 12 35 35
EM BO A 22 17 32 26 19 10 31 11
LO VA 23 60 14 13 31 35 92 14
SI PA A 24 7 25 25 11 71 63 48
LI_SP 25 80 15 14 91 44 102 13
TO PT A 26 41 6 11 14 48 22 29
LO LO 27 50 99 102 22 50 54
LA LT A 28 85 95 96 94 63 93 52
LO CR 29 59 74 85 12 20 29 42 ,
LO CO A 30 88 5 7 15 47 100 21
TO LI 31 75 49 47 23 38 43 26
SI SR A 32 35 42 38 99 94 72 66
FR TS 33 81 31 40 54 86 5'
AB PE A 34 26 91 91 79 69 94 23
LM RE 35 55 67 70 39 39 25 36
TO LU A 36 49 23 21 9 11 101 12
EM RA 37 21 82 83 74 23 75 30
TO SI A 38 27 9 9 10 58 32 71
SI CT 39 16 47 41 37 24 59 32
1.0 PV A 40 64 98 100 17 8 34 38
MA AP 41 79 102 101 16 51 79 44
SI CL A 42 65 89 90 4 101 9 81
VA AO 43 86 41 44 33 27 89
PI NO A 44 99 26 34 48 46 51 33
VE BL 45 52 68 72 24 75 70 82
TO OR A 46 63 05 53 36 72 73 98
PU_BA 47 19 76 71 62 54 97 45
MA AN A 48 71 80 87 49 29 21 20
FR UD 49 25 30 33 68 70 71 '37
UM TR A 50 73 35 18 70 68 68 75
VE RO 51 67 34 37 61 77 13 59
EM PC A 52 82 58 68 41 74 49 57
EM PR 53 47 61 69 27 21 57 43 '
PI VB A 54 94 4 8 96 61 15 85
VE VI 55 32 37 32 28 53 25
LO BG L 56 45 33 36 32 31 89 19
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PROVINCE" PRF CLUSTER" PRF TIS DMN GOV SHR ATR PRC SPF
AB_AQ L 57 37 87 103 20 17 56 88
AB TE L 58 89 83 84 66 88 66 69
LO SO 59 61 64 80 98 32 ...... 83 '
PU BR L 60 39 70 55 82 93 82 70
SA CA 61 57 54 42 45 76 80
SI AG L 6: 30 19 28 89 97 45 84
FR GO 63 97 13 16 77 10 22
TO AR L' 64 69 29 20 29 78 58 64
EM MO 65 42 52 59 33 30 17
MA PU 66 -() 78 78 45 40 81 47
EM FC
_________________
67 24 75 39 60 36 47 49
AB CH 68 83 103 99 71 82 88 65
MO IS 69 90 77 51 67 84 17 , 7 9  '
PU LE 70 20 93 88 46 "6 85 51
SA NU IliiiilliillBiiilll 71 56 38 48 93 99 50 -103  ;
PI BI L 72 95 56 61 97 55 12 31
PU FG 73 93 90 89 52 95 55 95
LA FR 74 44 59 93 59 34 84 77
SI RG 75 15 72 74 100 90 42 68
SI TP 76 36 71 52 103 79 80 74
LO_MN 77 74 69 76 38 30 103 46
MA MC L 78 96 94 86 90 27 26 58
EM FE 79 100 46 58 85 22 37 50
LA RI L 80 77 100 98 73 92 65 94
FR PN 81 66 44 49 81 87 48 40
CA VV L 82 92 60 60 80 85 23 93
CA_CZ 83 40 73 67 43 96 60 72
SA OR L 84 62 50 43 64 81 74 102
TO MS 85 103 55 63 47 62 90 24
MO CB  ^ L ' 86 87 92 77 87 89 18 91
SA SS 87 14 27 45 50 65 61 96
PU TA L 88 22 81 62 69 98 11 63
LO LC 89 101 18 19 88 49 24 16
CA KR L 90 102 97 94 92 103 20 100
PI CN 91 51 39 35 40 52 76 ,
CA RC L 92 76 79 73 83 91 8 41
PI VE 93 98 62 64 75 67 3 ' 78
BA MT L ' 94 8 86 65 76 100 5 97
CA CS 95 34 101 95 86 46 90
PI Al. L 96 57 53 46 53 57 33 62
SI EN 97 58 51 81 102 14 loi
CM BN 98 72 84 75 30 83 16 87
PI AT
______
99 84 20 23 44 52 77 56
CM CE L 100 54 48 56 72 86 2 53
CM AV 101 48 88 92 25 42 86
BA PZ L 102 53 85 82 65 25 62 99
LA v r L 103 91 66 79 57 64 39 92
Note: " the first two letters of the abbreviation of the province name stay for the region it 
belongs to (For details see chapter 4 and appendix B).
stays for high performance, A for average performance, and L for low performance .
Overall, as suggested both by Table 7-20 and by the synthetic overview of Table 6-19, no 
single province performs consistently across the dimensions showing how competitiveness 
has various territorial patterns. Contextually, the local dimension of these patterns emerges 
since the provinces in the ranking are fairly distributed regardless their belonging to a 
specific region.
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6.7 Discussion of the findings
The results presented above are useful in trying to answer the main question of this thesis, 
whether and how we can measure the competitiveness of local tourism destinations, and 
the questions related to it (see sections 4.6 and 0). The task, in synthesis, implies two main 
problems, the first related to the operationalization of the concept of competitiveness and 
the second to its explanatory power. The operationalization has to take into account both 
the multidimensionality of the construct and the need to find indicators that are appropriate 
to empirically measure the various dimensions of competitiveness. The second task deals 
with the structural relationships between the two aspects of the construct: the inputs - 
factors and actions - that make a destination competitive and the outcomes of these factors 
and actions in terms of performance of a destination. The relevance of the two sides of the 
concept is particularly stressed in (regional) economic studies (for a review see Gardiner et 
al., 2004; Pike et al., 2006) and it is acknowledged by Dwyer and Kim (2003) in their 
comprehensive model of tourism destination competitiveness. However, it is the empirical 
test of this relationship that, finally, proves the appropriateness of the conceptualisation 
and measurement of competitiveness (Mazanec & Ring, 2011; Mazanec et al., 2007).
The use of PLS to test the model of local tourism destination competitiveness proposed in 
this thesis is beneficial for dealing with both the issues above. Accordingly, the findings 
will be discussed in the next pages taking into consideration the two levels of analysis 
implied in the whole process: the structural and the measurement levels. Expected and 
unexpected results will be taken into consideration. The overall assessment and results of 
the PLS analysis, presented in detail in the previous sections of this chapter, are 
diagrammatically synthetized in Figure 6-11 and will be commented in sections 6.7.1 and 
6.7.2.
In addition, further discussion will be about the possible local patterns of competitiveness 
that emerged from the contextualization of the results of the PLS analysis (section 6.7.3). 
The focus of this research is on local competitiveness since this level of analysis is 
increasingly indicated by the literature as the most appropriate or -  at least -  as relevant as 
the country level (see chapter 3). The purpose is not a deep discussion of the Italian case
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that would be misleading with respect to the objectives of the study, but a consideration of 
aspects that sustain or question the model.
Wealth
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Figure 6-11 Path model of local tourism destination competitiveness.
Note: *, ** and *** indicate the values are significant at .1, .05 and .01 significance levels, 
respectively; n.s. indicates not significant.
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6.7.1 Expected results of PLS analysis
The PLS analysis provides relevant findings at three levels: model specification, 
assessment of the measurement indicators, and evaluation of the structural relationships of 
the model of local tourism competitiveness.
First, the analysis of the measurement model suggests the appropriateness of measuring the 
dimensions of competitiveness formatively and the outcomes reflectively. Both conceptual 
and empirical considerations have been applied at the measurement model in order to 
evaluate the most appropriate specification of the measures. Even though reflective 
indicators can rely on a consolidated set of empirical tests to assess their reliability and 
validity, thus being advantageous in measurement scale building, the indicators proposed 
here are not appropriate for this approach. The diagnostic indicators supported this 
consideration giving inconsistent indications when the model was tested reflectively and 
conceptual reasoning endorsed the formative modelling. The only exception is for the 
outcome indicators that are a manifestation of the competitiveness of a destination. As such 
they reflect changes in the competitiveness of a territory and overall resulted to be a valid 
and reliable set of reflective performance measures. Turning to the indicators proposed for 
the other dimensions, the formative approach shows that -  for the most part -  they have the 
expected direction and magnitude and, in addition, they are statistically significant.
Therefore the first finding refers to measurement model specification and it is coherent 
with the indications derived from similar studies (Mazanec & Ring, 2011; Mazanec et al., 
2007). This is important since, as discussed in the methods chapter, the choice between 
formative and reflective indicators is not straightforward and surely not banal, then 
researchers are encouraged to carefully evaluate this aspect without uncritically following 
model specifications already published, especially in the first stages of model testing.
Second, the evaluation of the validity and reliability of the indicators is more difficult with 
formative measurement models, as discussed in detail in the section dedicated to the model 
assessment (section 6.5.1). This leads also to some criticism in the literature regarding the 
use of formative SEM techniques (Hardin & Marcoulides, 2011; Wetzels et al., 2009), an 
aspect that will be taken into consideration in the next chapter where we will deal with the 
limits of the study. Staying for now just on the assessment, the content validity of
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formative indicators is most of all assessed by conceptual reasoning; in addition the 
significance, direction, and magnitude of the outer weight estimates provide empirical 
support for judging the reliability and validity of the indicators. The conceptual validation 
was performed by acknowledging previous literature and by confrontation with experts. 
Turning to their empirical test, the results are encouraging since for the most part the 
indicators here proposed have the expected direction and magnitude and satisfactory 
significance levels, thus supporting their use for this research and in future studies on the 
topic. Some further notes on the significant indicators are useful since they are the building 
blocks of the model and nothing can be said without appropriate measures.
Within the dimension ‘tourism industry structure’ (TIS), the size of the tourism industry is 
positively assessed and this is coherent with previous studies that the effect of the average 
dimension of firms (CSC, 2007; Keller & Bieger, 2007) and availability of human capital 
(Deas & Giordano, 2001; Gooroochum & Sugiyarto, 2005) on performance and innovation 
(Sundbo et al., 2007). If this is coherent with the literature, the indicator about the quality 
level of accommodation, which is significantly correlated with the unobserved variable, 
has however an unexpected negative sign and therefore will be discussed in the next 
section.
Destination governance (GOV) is better measured by the composite indicator on the public 
investments for the tourism sector rather than by the composite indicator on cooperation, 
nonetheless they are both positively related with the dimension and significant. This is a 
positive result since the two indicators take into account two different and at the same time 
key aspects of destination governance, largely discussed in the economic and tourism 
literature. Public involvement in the tourism sector is considered critical in order to sustain 
the development of the destination from various perspectives, starting from promotional 
and image activities arriving to infrastructural and resource investments (Dwyer et al., 
2004; Enright & Newton, 2004; Ritchie & Crouch, 2003; Thomas & Thomas, 1998). At 
the same time, the exclusive role of the public authorities is considered insufficient since 
the composite and complex nature of the tourism experience, coupled with growing market 
pressure, indicate how the active cooperation of the stakeholders of a tourism area can lead 
to various economic, managerial, and marketing advantages (Antonioli, 1999; Becattini, 
1990; Kalnins & Chung, 2004; Porter, 2000; Schmitz, 1998; Smeral, 1998). PLS analysis
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supports these results even though, as seen, with different emphasis on the two indicators. 
However differences in data gathering have to be taken in consideration here. The first 
indicator accounts for the overall expenditure by public authorities both for employing 
people with tourism functions and for providing tourism services and activities. The 
measure is likely to be very accurate and largely consistent across the observations since 
derived from the final balance sheets of the single Provinces. Even though some 
differences may remain, the public accounting system is regulated by law at national level 
and data are retrieved by a common database. On the other hand, the indicator on the level 
of cooperation within the destination may suffer from differences in data gathering since 
there is not a unique official database on tourism consortia and similar. Data are provided 
by the single local authorities and chambers of commerce and, as such, differences in data 
collection and deliveiy may subsist affecting data quality.
The composite indicator for the on-the-job-training levels - that includes the expenditure of 
tourism firms for training activities and the number of tourism employees receiving 
training -  has both high magnitude and significance. As such it is a suitable measure for 
accounting the level of skilled human resources (SHR) in the tourism field within a 
destination. This indicator is consistent with economic studies that use it as a proxy of the 
quality of the human capital (Blake & Campos Soria, 2006), widely recognized as a factor 
that pushes productivity (Rodriguez & Ordonez de Pablos, 2003), and with the tourism 
literature that acknowledges as well the importance of a skilled labour force (Airey, 1999; 
Smeral, 2003).
The indicators proposed to measure the dimension relative to ‘tourist attractors’ (ATR) 
refer to both natural and cultural endowment (Enright & Newton, 2005; Gunn & Var, 
2002, Weidenfeld et al., 2009). The composite indicator on cultural resources and services 
provided by tourism destinations is more significant, while the indicator about the presence 
of natural parks is significant at a lower level but has nonetheless an outer weight with the 
expected direction and worthy magnitude. As such, both indicators should be retained in 
further studies since they measure core tourism attractions, although it is evident how the 
first indicator is more comprehensive than the second. Landscapes, to take a clear example, 
cannot be gauged, or can just very partially, by the presence of natural parks but are by 
sure part of the attractiveness of a destination. Extensively used natural resources, such as
-190-
slopes or beaches, are another example. At the same time it can be argued that traditions or 
the welcoming culture of a place are outside the domain of objective data, making the 
indicator about cultural resources not completely accurate. Nonetheless, both indicators 
can be considered useful proxies for the natural and cultural attractiveness of a place and 
the empirical analysis supports it.
The indicator about the ‘environmental quality’ of a destination in terms of the effort of its 
tourism operators to implement environmental management schemes and labels is 
appropriate to measure the dimension ‘supporting factors’ (SPF). This confirms the 
indications coming from previous studies on tourism competitiveness that sustain how 
green management and environmental practices are increasingly relevant for the tourism 
industry (Huybers & Bennett, 2000). The overall environmental quality could be measured 
by a large set of indicators about its various dimensions, such as air, water, pollution and 
so on. This, however, would introduce in the model a large amount of variables difficult to 
control (and gather at local level). On the other hand, the adoption of official eco-labels 
and environmental schemes by tourism firms is considered by previous studies a possible 
source of competitive advantage, also because it introduces innovation and can increase the 
image of a place (Calveras & Vera-Hemanadez, 2005; Mihalic, 2000). The results of PLS 
analysis encourage the use of this indicator. As we will see discussing the unexpected 
results of data analysis, however, the other indicators within this dimension are not 
significant and, as such, the overall measurement of SPF may need adjustments.
The dimension ‘price of tourism services’ (PRC) seem to get significant input from both its 
indicators, the median price of three stars hotels and the growth of the tourism CPI. While 
the second indicator is provided by official sources, the first was gathered using popular 
online channels of e-commerce in different periods of the year to account for different 
seasonality patterns in the units of observation and, as such, is not country dependent and 
easily replicable in other studies. Both indicators are suggested by the literature, even 
though adapted to the local level (Dwyer et al., 2000). For instance, exchange rates are not 
considered here.
Finally, as already mentioned, the three reflective indicators for the performance of tourism
destinations are positively assessed as well. As such the performance is gauged by market
share (Dwyer & Forsyth, 2003; Mazanec et al., 2007; Smeral & Witt, 2002), occupancy
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rates (Molina-Azorin et a l, 2010), and tourist expenditure (Song & Li, 2008). Few notes 
about conceivable improvements of the measurement scale refer to the possibility to 
calculate the net occupancy rates rather than the gross occupancy rates and the possibility 
to have the overall expenditure rather than just the international expenditure. These aspects 
depend on data availability and may differ from one country to another, but they would 
provide more precise data both for research and practical implications.
The third level of relevant findings refers to the structural model. PLS provides 
information and empirical evidence about the structural relationships between the 
dimensions of competitiveness and the performance of a destination. Here again some 
literature criticizes PLS because it has no overall goodness of fit measures making 
questionable the generalizability of the results. At the same time, other authors claim the 
utility of the instrument to explore the explanatory power of a model rather than to which 
extent it fits to an ideal model. These aspects, already discussed in the methods chapter, 
will be further explored in the next chapter when the limitations of the study will be 
acknowledged.
With regard to the structural relationships, the dimensions of competitiveness predict the 
endogenous construct well. The path coefficients have the right signs and adequate t- 
statistics, in addition -  even though some have stronger and other weaker effects in 
explaining variance - the is consistently highly significant (see Table 6-16). The results 
confirm the hypothesis at the base of this research and the indications of the economic and 
tourism literature that stress how territorial competitiveness is the result of interacting 
factors and activities. Because of its complexity, competitiveness cannot be explained just 
by one single aspect and a wide array of elements have a role in determ ining the 
performance of a destination (Dwyer & Kim, 2003; Ritchie & Crouch, 2003). Because of 
the boundaries of this research (see chapter 6), the model accounts for what can be 
observed through objective data, thus intangible or subjective factors — that have shown 
their relevance in other studies on the topic -  are not part of the model. The aspects 
measured here, however, show their relevance in explaining tourism performance.
The structure of the tourism industry is the aspect that has the major effect on performance,
followed by a more moderate -  although still highly significant -  effect of destination
governance and tourist attractors. Basically the three core aspects of a destination that were
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pointed out in chapter 3: its tourism firms, the attractive resources, and the territory as 
active agents of development. Interestingly, the attractive resources are -  among the three 
-  the aspect with the smallest effect on performance. The difficulties discussed above in 
gauging the resource endowment of a place may contribute to this result, nonetheless it 
stimulates reflections on the fact that comparative advantage is necessary but not sufficient 
to create a long-term profitable development. With regard to the Italian case, for instance, 
this is particularly appropriate, since the lack of tourism policies and investments questions 
the ability of the country to remain competitive in the marketplace (see chapter 4) and 
applies -  even more strongly -  to local areas that can more likely ‘go out of business’ or 
not able to exploit their capital. The structure of the tourism industry and destination 
governance are, to a certain extent, similar aspects although different in their content. They 
are proxies for the ability of managing destination development from a micro perspective 
(quality and size of tourism industry) and from a macro perspective (the governance of the 
destination both by public authorities and by cooperation). As such they tell more about the 
competitive advantage rather than the comparative advantage of destinations.
In addition the model supports the view that skilled human resources and supporting 
factors contribute at the performance of destinations, enlarging the array of factors that 
impact on the competitiveness of a place. Again these aspects are about the creation of 
competitive advantage by investing in the quality of the human capital and in services and 
infrastructures that sustain the economic activities of a place. However these associations 
are weak and these dimensions produced unexpected results also at measurement level. As 
such they will be discussed in the next section, together with the ‘nature of tourism 
demand’. This dimension is the exception in structural model validation since it does not 
predict the performance of destinations, even though it seems theoretically appropriate.
6.7.2 Unexpected results of PLS analysis
The probably most unexpected result of PLS analysis is the low significance level of 
‘skilled human resources’ in explaining competitiveness. In particular the most surprising 
result refers to the indicator about ‘tourism education’ that accounts for students enrolled 
in high and higher education in the tourism field and that is not significant. As such, the 
analysis seems to say that just on-job-training has some effect on competitiveness.
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Economie literature consistently stresses the role of the quality of human capital for the 
development of territories. If less-developed countries are taken into consideration, this 
may mean health and basic education but in advanced economies this is not enough. High 
and higher education and continuous training are widely recognized as essential (Porter, 
2003; Smeral, 1998). The fact that tourism is a labour intensive activity makes human 
resources particularly relevant, however this is in conflict with the well-known structural 
problems of tourism employment: low paid and non-continuous jobs characterize the 
sector and may lead to a large employment of an unqualified labour force. We would then 
expect that territories where tourism firms invest in training, and schools and universities 
invest in tourism education would have returns on these investments in terms of 
performance, but it seems that just in the first case there is some, weak, positive effect.
Various arguments can explain the non-significant result of education. The first is that high 
and higher education are useless for the competitiveness of territories, however this is 
against a bulk of studies that show the opposite (for a comprehensive review see A. Pike et 
al., 2006). The second, and more likely, argues the appropriateness of the indicator used to 
measure this dimension and that refers to the number of students enrolled in tourism 
education. Even though this is a common measure (Deas & Giordano, 2001; Gardiner et 
al., 2004; Huggins, 2003), it is also criticized since the quality of the education system is at 
least as much important as enrolment rates, if not more relevant (De Grauwe, 2010). In 
addition, the Italian context -  as discussed in chapter 4 -  is undergoing a process of 
reconfiguration of its education system in tourism, mainly at high-school level, considered 
just partially adequate to respond to the needs of the industry. As such, the results of the 
analysis may be sample specific. Finally it can be argued that education in tourism has not 
a direct impact on the performance of a destination because of the mobility of labour force. 
What the indicator does not say is if the students enrolled in tourism education are then 
integrated as labour force within the territory. Perhaps, then, other indicators should help to 
better explain the effects of education on the quality level of the human capital of a 
territory and to provide a better measure of this aspect.
In addition to education, and considering the overall weak effect of ‘skilled human 
resources’ on competitiveness, the data used to build the indicator on training may be 
partially not accurate. The indicator is built on data that are not collected on the population
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of tourism firms but on cross-sectional surveys conducted by the chambers of commerce. 
Even though they cover the entire country, some differences may exist across territories 
and affect somehow the quality of the indicator. Moreover the indicator is time-specific: 
the investment in training may vary year by year even significantly depending both on the 
economic conditions (i.e. in times of crises tourism firms may have less resources to 
dedicate to training) and on the provision of incentives to tourism firms dedicated to 
human resources development (i.e. there are years when public incentives for tourism 
training are higher in some territories than in others). On the other hand, it is likely to 
assume that other indicators of the dataset (i.e. the size of the tourism industry or the 
endowment of cultural resources) are more stable over time.
The other dimension that has just a weak effect on competitiveness refers to the 
‘supporting factors’ that sustain the possibility of tourism firms to operate satisfactorily 
(Dwyer & Kim, 2003; Ritchie & Crouch, 2003). This dimension was measured by typical 
indicators such as accessibility, technological infrastructure, and credit and finance 
(Hermes & Lensink, 2003). In addition, considering the specific nature of tourism that 
strongly relies on the quality of the environment, this last aspect was added as a further 
supporting factor. The implausible result is that just the last indicator is significant for 
measuring this dimension. Accessibility means the physical possibility to be reached by 
tourism demand, while the technological infi-astmcture sustains the ability of tourism firms 
to communicate and transmit information. Both aspects are considered essential for 
tourism destinations but resulted non-significant here. The easy access to credit and 
finance services is widely acknowledged in regional economics as related to growth. Even 
though not diffused in tourism studies, it was introduced to verify if it may have relevance 
also for the tourism sector but the model provides a negative answer. Even though this may 
relate to the typical micro-small dimension of tourism firms and on the fact that many 
tourism businesses rely on family finance, it has to be recognized that the increasingly 
competitive environment for any business, tourism included, makes credit and finance 
relevant issues for growth (in terms of dimension and managerial complexity). 
Multicollinearity can partially explain the fact that none of these indicators resulted as 
significant as this dimension has some potential critical VIE values (see Table 6-10).
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Turning to the dimension about the nature of tourism demand, the fact that it does not 
contribute to the performance of destinations may depend on the inadequacy of the 
indicators used. Their significance and magnitude are positive, however the result suggests 
that they have no effect on competitiveness. Perceptions, awareness and level of maturity 
of demand are intangible aspects difficult to be gauged by macro-level aggregate data. The 
indicators here proposed are likely to measure different aspects of demand then the one 
hypothesised to impact competitiveness (Dwyer & Kim, 2003; Porter, 1990a).
Finally, the dimension on the ‘tourism industry structure’ is the most significant, however 
just the composite indicator related to the dimension of tourism firms behaves as expected. 
Tourism density seems not to contribute significantly to the dimension thus suggesting a 
non relevant contribution to destination performance that is on contrast with some 
literature that consider it among the factors that lead to competitiveness (Huggins, 2003; 
EU, 2007). More unexpected is the negative sign of the ‘quality of accommodation’. 
Quality is consistently recognized by the literature as a key factor of competitiveness, in 
particular in mature markets and advanced economies (Go & Govers, 2000; Hu & Chai, 
2004; Wang et al., 2006). As such, the result is implausible. It could be a sample specific 
result, since -  as seen above - the cluster analysis of the Italian provinces on this dimension 
has shown how high performer destinations on the other two indicators of TIS have low 
quality levels and that in general the performance of this indicator is not consistent with the 
other two. In addition, as commented in chapter 4, hotel classification (that is used here to 
build the indicator) is not fully consistent across provinces since criteria are decided at 
regional level and controls are done locally by different organisms. On the other hand it 
can be the nature of the indicator in itself that is not adequate. In any case this aspect needs 
further analysis in future research.
6.7.3 Local patterns of competitiveness
The ranking and clustering of the Italian provinces on the base of the index scores derived 
from PLS analysis allowed the passage from the general model to the real context and 
stimulates some general considerations.
As seen, the application of the PLS results in the Italian context showed how single 
provinces perform in different ways across the dimensions, denoting local patterns of
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competitiveness and, conversely, possible spaces for improvement. However the behaviour 
of the territories under observation is more or less consistent, depending on the 
dimensions. Tourism industry density, the nature of tourism demand, and destination 
governance are fairly consistent across observations. For instance, the ranking of the high 
performer group on the destination governance dimension almost reproduces the ranking 
of the performance dimension (see Table 7-20). Tourist attractors and skilled human 
resources, however, have more mixed territorial patterns.
‘Tourist attractors’ is a significant dimension in explaining performance. In this case we 
see an unexpected pattern, since the group of provinces with the lowest tourist performance 
is the one with the highest mean value on this dimension (see Table 6-19). At the same 
time the mean values of all groups are all quite close. The possible explanation refers 
partially to the specific Italian context, well-known for having widespread natural and 
cultural resources. On the other hand it can be more general, and it can refer to the tourism 
importance or image that some attractions have and that can be more influential than the 
overall endowment: a territory with a very strong tourism landmark may outperform a 
territory with a number of attractions but not so successful. On the other hand, the richness 
of resources that a destination may possess may go over the limits imposed by the 
indicators. This enforces the points discussed above with regard to the measures of this 
dimension.
‘Skilled human resources’ is, again, the most uncertain result. As seen, the dimension has a 
weak contribution to competitiveness and this basically depends on training more than on 
education. The ranking on this dimension is quite inconsistent, mainly with regard to the 
group of best performers. As a matter of fact this is the only dimension where on average 
they perform worse than all the other provinces. Venice and Bolzano, in particular, are 
second and fifth respectively in terms of tourism performance, but rank 101 and 95 with 
respect to skilled human resources. An explanation just on numbers is very hard to find, 
however the result supports what was discussed above with regard to the indicators used. 
For instance, this ranking can be specific for the year of data gathering and change if we 
could include other years.
Finally, a comment on the dimension ‘prices of tourism services’ (PRC). The group of the
best performers have the highest mean index score on prices. This shows that they have the
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highest prices, since the magnitude of the index score reflects the magnitude of the two 
price indicators. As such they are not price competitive destinations. The result is not 
surprising since generally popular destinations have higher prices.
6.8 Conclusions of data analysis
The application of PLS analysis in the measurement and structural model proposed to 
gauge and explain the competitiveness of tourism destinations has shown interesting 
results from various perspectives. Methodological, conceptual, empirical, and applied 
implications arise from the approach and deserve to be further highlighted. At the same 
time the complexity of the task coupled with limitations of the study need to be 
acknowledged in order to interpret correctly the results achieved and provide direction for 
further research. The task of measuring local destination competitiveness cannot be 
considered as fully accomplished here, but steps forward have been taken and show the 
importance to continue research on the topic.
The next chapter, that closes this thesis, will stress these aspects and address some 
concluding remarks.
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7 Conclusions
7.1 Introduction
This final chapter summarizes the steps of the research process and discusses the 
contribution made to the stream of research dedicated to tourism competitiveness by this 
study. The main implications are both related to the measurement design and its testing and 
to the practical application of the measurement model to real cases, while acknowledging 
limits and perspective research advancements.
First, the chapter recalls the research questions at the base of this thesis and the process 
undertaken in order to find answers (section 7.2). The discussion of the relevant 
implications of the study will be then addressed (section 7.3). Based on the interpretation 
of the methods used and its findings, the limitations of the study are set, together with 
recommendations for future research on the topic (section 7.4). Some final remarks close 
the thesis (section 7.5).
7.2 The research process and answers to research questions
The initial and broad question of this research was about if and how it is possible to 
measure the competitiveness of destinations with a focus on the local level. The interest for 
the issue was motivated by three different considerations. First of all the debate on 
competiveness is not new but certainly of topical interest given the increasing pressure 
coming from the tourism market. On the other hand, while the discussion initially 
concentrated on international trade issues, thus involving mainly the country level, the 
attention on the role of local territories in shaping competition is taking momentum and 
seems particularly relevant in tourism because of the distinctive role that local territories 
(destinations) have for the development of the sector. Finally, the possibility of measuring 
the phenomenon of territorial competitiveness has both theoretical and practical 
implications. On the one side it allows to empirically test conceptual assumptions in the 
track of the postpositivist methodological tradition and on the other side it provides useful 
and tangible information for practitioners.
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A critical review of the literature has informed the initial interest highlighting several 
issues. In particular four major stances have emerged and have been addressed in the 
research design. The complex and multidimensional nature of territorial competitiveness is 
the first aspect that has to be acknowledged to deal with the issue of its measurement. Both 
regional economics and tourism studies converge in considering the concept as 
multifaceted and not reducible to a single factor. Although there is a certain convergence in 
the identification of the conditions in which territories can achieve tourism performance, 
the debate is still ongoing. Tourism studies, in particular, have produced two consistent 
comprehensive models of destination competitiveness (Dwyer & Kim, 2003; Ritchie & 
Crouch, 2003), however the authors themselves underline the need to further explore their 
applicability at different territorial levels. The second aspect relates to the evaluation of the 
concept of local competitiveness that requires appropriate measures to be empirically 
assessed. Here subjective (i.e. perceptions and opinions) and objective (i.e. macro level 
aggregate data) perspectives can apply and should in the end converge, although tourism 
studies -  unlike regional economics -  have for the most part analyzed competitiveness by 
applying subjective measures. The third stance refers to the need to prove the explanatory 
power of theories and models of competitiveness. This is the core issue of the problem and 
it is lacking in tourism literature with few exceptions (Mazanec & Ring, 2011; Mazanec et 
al., 2007) that lead to the conclusion that the explanatory power of the construct requires 
further investigation and advancement in theory building through empirical testing. 
Finally, the fourth issue refers to the aim to reduce complexity in order to understand the 
key conditions that lead to competitiveness. As such, the factors that are theorized as 
relevant may impact on performance in different ways and with different magnitudes. This, 
however, has to deal also with possible local patterns where the interplay of the dimensions 
of competitiveness may be different from one place to another.
Taking into consideration the relevance of these issues, the initial research question was 
divided into sub-questions:
Q1 : What are the defined concepts (dimensions) of local tourism competitiveness?
■ Q2: How can the defined concepts (dimensions) of local tourism competitiveness be
operationalized and thus measured?
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Q3: Is there empirical evidence of the conceptual assumptions on local tourism
competitiveness?
Q4: If yes, are some dimensions of competitiveness more relevant in order to explain 
the performance of a tourism destination?
The answers have been discussed in various passages of the study. It is however useful, in 
conclusion, to recall them and to synthetize the overall research process that, starting from 
the questions, have gone through specific research propositions and research activities and 
analyses to arrive finally to produce answers, well aware that research is an ongoing 
process where every answer is just a possible, perfectible approximation of a complex 
reality. Table 7-1 provides a synthetic overview of the entire process that will be described 
below.
This study developed a framework to measure competitiveness that systematizes the 
various contributions of previous studies in terms of both indications about factors relevant 
for competitiveness and possible indicators to measure them. In building on the conceptual 
and methodological advancements of previous research, this study attempted to 
acknowledge the stated relevance of the local level that imposes the use of specific factors 
and measures, just partially in common with country level studies, while contextually 
fi-aming the complex nature of the construct. In doing so it proposes a new framework of 
dimensions and measures even though grounded on existing knowledge.
The competitiveness dataset used in this study is made of cross-sectional data about 
destinations within the same country (i.e. the Italian provinces) thus excluding 
macroeconomic issues that can introduce heterogeneity. All the Italian provinces are 
included in the dataset, thus covering the entire countiy and likely providing information 
on different types of destinations and different levels of tourism competitiveness. As seen 
in detail, the Italian territory is a relevant field of observation since it shows disparities at 
local level, both in terms of development of the tourism sector and in terms of 
performance. In addition, because of subsidiarity, various competencies on tourism 
development have been transferred from the national to the local level. The dataset has 
been built on secondary data provided by official sources that guarantee consistency and 
data availability and that enable the research to analyse and compare a large set of
-201 -
observations. It also guarantees the reproducibility of the study and an easy use of the 
measurement items for research and practical scopes.
Table 7-1 The research process: from questions to answers
Research
question
Proposition for 
empirical testing
Activity/Analysis
performed
Answer
Ql: What are the 
defined concepts 
(dimensions) of 
local tourism 
competitiveness?
Literature review
Systematization of the 
information derived from 
previous studies
Confrontation with experts 
(partial triangulation)
Competitiveness at local level is made of 7 
distinct dimensions that are expected to 
impact on the performance of tourism 
destinations
Q2: How can the 
defined coneepts 
(dimensions) of 
local tourism 
competitiveness 
be
operationalized 
and thus 
measured?
PI: The indicators 
are signifieantly 
associated with 
the dimensions of 
competitiveness 
that they measure.
Definition of a set of 
indicators
Check of the existing 
sources of secondary data
Confrontation with experts
Creation of a cross- 
sectional dataset that covers 
the entire Italian territory.
Objective limits at the possible array of 
indicators have to be accounted
Positive conceptual validation of the 
dimensions and measurement items
It is suggested that the indicators of the 
dimensions of competitiveness are formative 
measures while the outcomes of
Various analyses of 
measurement indicators 
(EFA, CFA, PLS)
competitiveness are refleetive measures.
Empirical testing partially supports the set of 
measures of the study highlighting both 
reliable indicators and indicators that require 
adjustment in future studies_______________
Q3: Is there 
empirieal 
evidence of the 
conceptual 
assumptions on 
local tourism 
competitiveness?
P2: Local tourism 
competitiveness is 
direetly related to 
local tourism 
performance.
Full SEM analysis (PLS 
algorithm)
R is highly signifieant (.85) thus supporting 
the relevance of the dimensions of 
eompetitiveness in explaining destination 
performance.
Formative PLS analysis by SmartPLS, 
however, does not provide goodness of fit 
measures. More traditional techniques fail in 
providing model assessment due to model 
specification issues (formative measures) and
Q4: If yes, are 
some
determinants of 
competitiveness 
more relevant in 
order to explain 
the performance 
of a tourism 
destination?
P3:
Competitiveness 
may depend on a 
limited number of 
determinants, 
influencing the 
overall
performance of a 
destination.
PLS analysis
Descriptive statistics and 
cluster analysis
Cluster analysis on PLS 
results
Ranking on PLS results
From high to moderate associations for TIS, 
GOV, ATR, PRC.
Weak correlation for SHR and SPF 
Non-significant for DMN
In addition the contextualization of the model 
suggests that different patterns of 
competitiveness exist, confirming different 
effects of the dimensions.
Overall, results should be addressed in further 
research
- 2 0 2 -
The major research issues, namely the assessment of the measurement model, the 
evaluation of the structural relationships within the framework, and its explanatory power 
were tested using EFA, Cronbach’s alpha, CFA, and PLS. The findings of the analysis 
were already discussed in depth, in synthesis a mixed formative-reflective measurement 
model was proposed and its conceptual and empirical assessment supported the reliability 
and validity of most of the measurement items, while suggesting to adjust a few indicators 
and/or to consider further items that could help to better explain some dimensions. Skilled 
human resources, supporting factors, and the nature of tourism demand are the dimensions 
that could take most advantage by a revision of their indicators. However the overall 
results of the full SEM model are acceptable, taking into account the literature review and 
that all the structural relationships are significant, with the exception of tourism demand. 
The explanatory power of the framework of local competitiveness is assessed as well, since 
a high level of variance in destination performance is explained by the competitive 
dimensions of the model. As expected, the dimensions have different impacts on 
performance: ‘tourism industry structure’ as the highest effect followed by a moderate 
effect of ‘destination governance’ ‘prices’ and ‘tourist attractors’; on the other hand 
‘skilled human resources’ and ‘supporting factors’ have just a weak effect. The need to use 
PLS techniques and formative measures, however, has determined the lack of consolidated 
diagnostic indicators and goodness of fit measures, as will be discussed in the limitations 
of this study.
Finally, the results of the PLS analysis were applied to the Italian context thus taking into 
consideration the existence of local patterns of competitiveness and showing possible 
practical use of the method. The objective was not an in-depth analysis of the Italian case, 
rather having insights on the model and its practical application. Results showed that -  as 
hypothesized -  territories perform differently across dimensions. As we will see this opens 
further research perspectives.
7.3 Contributions of the study
Within precise research boundaries given by the explicit intention to measure objective 
competitiveness and to use secondary data, this study aims at contributing to the field of 
tourism regional economics by providing knowledge advancement on the concept of
-203 -
tourism competitiveness and its measurement. In particular this study provides empirical 
support for the relationship between dimensions and outcomes of competitiveness and a 
better understanding of the concept at a local level. As such the study offers both 
theoretical and practical contributions that deserve to be stressed and that can inform future 
efforts to further investigate local competitiveness and the complex task of its 
measurement.
The next two sections are thus dedicated to illustrate the main research and practical 
implications derived from the study.
7.3.1 Theoretical contributions
The main theoretical contributions of the study refer to theory building and testing. As 
already pointed out in various parts of this thesis, the concept of tourism destination 
competitiveness has to move ‘from an exploratory to an explanatory phase’. Accordingly, 
the study wanted to test empirically the explanatory power of the factors that are generally 
assumed as competitive determinants, thus corroborating the existing conceptualizations or 
suggesting to go back to theory to improve it on the base of the results of observation. In 
doing so it followed the most recent advancements on the topic, in particular in terms of 
methods, acknowledging the cumulative nature of science. Also, the proposed approach 
aimed at providing understanding about the local level instead of remaining at a country 
level since studies in regional economics and in tourism converge in moving towards this 
geographical space of analysis: it is increasingly considered of key relevance, but still not 
explored enough.
Competitiveness is recognized as a multifaceted concept which means that it is correct to 
conceive it as a construct made up of different dimensions. These dimensions account for 
the factor endowment of a place and the actions that can be implemented to improve its 
performance: it is their interplay, rather than their single effect, that has to be considered. 
At the same time these dimensions are not observable and measurable in themselves but 
have to be gauged by a set of observable items or indicators.
The dimensions of competitiveness and the measurement items proposed in this study 
acknowledge the results of the literature on the topic of destination competitiveness. A 
number of studies deal with the various aspects that have an impact on the performance of
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a destination, even though these are considered individually and not within a broad 
conceptualization. On the other hand while a few studies model the overall dimensions of 
destination competitiveness they do not distinguish between different territorial levels. In 
addition, the studies that try to measure the competitiveness of destinations applying these 
models are for the most part concentrated on the subjective side of measurement (i.e. 
perceptions of tourists or opinion of experts). Finally, few authors have analysed the 
reliability of a set of objective measures by empirically testing the indicators used in the 
tourism competitiveness reports produced by international organizations (i.e. the WTTC 
and WEF reports). The dimensions and indicators used in these last studies are at country 
level and, as such, they largely account for macroeconomic factors such as openness, taxes, 
regulations, and similar and may be just partially appropriate and relevant for studying the 
local level. Nonetheless they provide essential methodological insights and some indicators 
that are appropriate for any territorial level, for example those about natural and cultural 
resources or physical infrastructure.
As a result of the aspects synthesized above, the dimensions and indicators used in this 
study are grounded in the literature and there was not the interest in exploring new models 
or approaches but -  at the same time -  they are an interpretation and application of 
previous knowledge to the local level. The first contribution, then, refers to the proposal of 
a comprehensive measurement framework of local competitiveness. More specifically, this 
study contributes to building knowledge on this aspect trying to rationalize previous 
research by proposing an overall framework of factors relevant at local level and a set of 
objective measures to gauge them. In doing so, it addresses both territorial issues and the 
multifaceted nature of competitiveness.
The second contribution refers to the exploration of the relationship between dimensions 
and outcomes of competitiveness by testing the measures and the structural relationships 
implied in the model. This represents a fundamental step forward in theory testing since it 
provides empirical foundation at the concept of competitiveness and insights on its 
explanatory power. The results cannot be considered definitive, mainly because of the 
limitations of the methods adopted that will be discussed in the next section, however they 
still enabled the research to:
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Support a mixed approach that measures formatively the dimensions of 
competitiveness and reflectively the outcomes;
■ Identify indicators that are appropriate to measure local competitiveness and 
indicators that need adjustment/reconsideration.
■ Explain a large amount of variance of the performance of local destinations, thus 
providing support at the theoretical relationships implied in the framework between 
different dimensions of territorial competitiveness and tourism performance.
Third, the study contributes to the debate on the appropriate choices relative to techniques 
of analysis. The empirical test of the measurement and structural model can be critical 
when objective difficulties arise from relatively small sample size and data quality. In the 
case of this study, for instance, the dataset, made of 103 observations, was not extendable 
since it already covered all the Italian provinces. On the other hand it was based on macro 
level aggregate data from official sources that was afflicted by non normal distribution. 
CB-SEM and PLS techniques were confronted and the advantages of PLS highlighted. 
CB-SEM techniques are still advisable, because they are more consolidated, if problems of 
data quality do not contradict their use producing unlikely or non convergent solutions. 
The study has shown, however, that PLS is not just more robust in presence of violation of 
data assumptions and small samples, but it has also the advantage of allowing formative 
modelling (possible but difficult to converge in CB-SEM) and to assess the explanatory 
power of models. Because of the differences in the algorithm, moreover, PLS determines 
the values of the latent dimensions and this is of some utility also for further analysis, as 
happened in this study.
7.3.2 Practical contributions
The research has also practical implications and utility. The findings can support tourism 
decision makers working for private and governmental organizations in recognizing 
tourism potentials and development strategies. As pointed out in the introduction to this 
work, practitioners often lack reliable data and information to sustain the decision process. 
On the other hand ‘competitiveness’ is a recurring theme in political and operative 
programmes at international, national, and local level, thus advancement in its knowledge 
is a valuable reference to orient choices and actions. As in Simon (1985) and Toulmin
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(1982) the relevance of the link between scientific and practical knowledge is recognized. 
More in detail, three different orders of practical implications of the study can be stressed.
The first refers to the use of the index scores of PLS analysis for producing rankings and 
cluster analysis of various destinations. Rankings are often criticized because of the way 
the scores are produced, since very often they are unweighted (or based on fixed weights) 
sums of indicators the role of which in explaining a phenomenon is not obvious. For 
instance, if the indicators used for measuring the competitiveness of destinations are not 
related to performance they could be untrustworthy. In addition they may have different 
weights and this should be acknowledged. This is why various studies are providing 
guidelines to produce more reliable indicators. The methods used in this research are a 
possible solution, not the only one applicable obviously. The advantage of PLS is that, 
being a SEM technique, it enables one to account for the complex interplay of the factors 
of competitiveness while relating them to the performance of a destination. Therefore it 
provides deeper knowledge on the measures used and, in addition, it calculates the index 
scores of the latent dimensions that can be a more reliable measure to rank destinations. Of 
course the accuracy of the ranking is related to the overall validity of the underlying model. 
The same reasoning applies for the cluster analysis. The two methods are useful for 
destinations mainly to understand their specific mix of competitive factors and to recognize 
their benchmarks. This may lead to territorial improvement. The use of rankings or other 
analyses to indicate winners and losers in the competitive arena, however, is not suggested 
by the author who agrees on the fact that territorial competition is not a zero sum game.
Second, the development of a framework to measure the competitiveness factors of 
tourism destinations and their relative importance for performance has also resource 
allocation implications. Budget allocation is often done by public authorities by simply 
reproducing what has been done in previous years or on the base of internal and 
organizational praxes, also because of the absence of alternative criteria. The possibility of 
introducing effective measures that allow a comprehension of the factors in which is worth 
investing for tourism development could provide support in informing the process. This 
could be beneficial not just for public authorities but also for the private sector. The active 
participation of tourism firms in projects of local development is increasingly advocated in 
the name of bottom-up planning practices. However planning needs reliable information
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through the entire decision and implementation process and, if better informed, it is more 
likely to attract greater participation. In addition, the cooperation of private operators is 
required also to provide financial support and the possibility to direct the efforts where it is 
more effective is obviously useful.
Finally, while testing the reliability and validity of measures and showing the advantages 
and limits of the indicators, the study can provide advice on the most appropriate data to be 
collected for a better comprehension of tourism phenomena. The absence of suitable data 
results in the impossibility to grasp fully -  or at least significantly -  competitive dynamics. 
The example of the indicators on cooperation makes clear this point. The relevance of 
cooperation was stressed in the literature review. On the other hand, although the number 
of tourism consortia and associations were significant, we discussed how the data may not 
be fully comprehensive and accurate across all the provinces. In addition further 
information, such as the number of operators that take part at these forms of cooperation, 
would be even more representative of the reality.
7.4 Limitations of the study and future research
Like any method, the approach followed here has also limitations. They mainly refer to: 
the choice of the variables, and data collection; a static rather than a dynamic perspective; 
the field of observation; criticism about PLS techniques; the advancements in the literature.
The final choice of the variables used to perform the study is based on previous literature 
and on data availability. Although the effort to make the choice of factors has been as 
sound as possible, this can be subject to inevitable personal bias and there is still room for 
improvement. In addition possible items that contribute to enhancing competitiveness are 
excluded because of unavailability or difficulty in definition and operationalization. 
Collection of data and estimation of their comprehensiveness, important for the 
elaborations performed, may raise some concern. Since not all the indicators that could 
form the dimensions are being considered, higher disturbance terms are expected. This is a 
typical problem with formative analysis that attaches disturbance terms at latent dimension 
level. Ideally, formative measures should produce zero disturbance term, since they should 
grasp all the aspects that make up the unobservable dimension. This is also why the 
removal of a measure is conceptually wrong, unless it is possible to substitute the domain it
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represents with other measures. Adjusting and improving indicators, thus, is more 
appropriate than removing them looking for better results in model testing. In terms of 
future research, efforts to improve the measurement items are then worthwhile and show 
how the results of this study cannot be considered definitive, rather they are a starting 
point.
Second, a static perspective characterizes this project. The indicator on the growth of the 
CPI is the only measure that introduces a dynamic angle in the study but it is obviously not 
sufficient. The all set of measures should be monitored over time. This is for two main 
reasons: first, the nature itself of competitiveness is dynamic. Factors and actions change, 
and the final objective is to increase performance to increase the well-being of a territory in 
the long term. Competitiveness has to do with improvement and this happens in time. 
Second, some indicators are likely to produce more stable estimates over time while others 
should be more volatile. Indicators related to the structure of the industry or the physical 
infi-astructures of a place are difficult to change sensitively in the short term, while 
indicators on investment in training, or on cooperation, or on public budgeting for tourism 
may differ, even substantially, year by year. It was out of the possibilities of this study to 
introduce a dynamic perspective but this represents a relevant track for future studies.
Third, destinations within a single country are examined, therefore some results specific to 
this situation are expected. The general methods discussed, however, have a general 
applicability. Concerns may arise also with regard to the level of analysis (NUTS3) which 
does not represent the smallest geographical level, thus generally comprising more than a 
tourism destination, and that coincides with administrative boundaries rather than with 
natural tourism areas. A compromise between the most accurate definition of local level 
and data availability was necessary and consistently sustained by the literature. The 
difficulty to study local destinations through objective data is well-known and efforts to 
improve the units of observation for statistical purposes are needed in tourism. As seen in 
the literature review, the European Union has recognized these issues and established the 
Labour Market Areas (LMAs) and the Local Administrative Units (LAU), which are 
basically the municipalities, as statistical units. However the data are not published yet and, 
more importantly, they do not refer to tourism phenomena. The efforts of the research 
community to identify the type of information and the data gathering level most
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appropriate for this sector are then of great value. Interestingly, for instance, the Italian 
Statistical Office is turning from provinces to municipalities in providing tourism data, 
even though this regards just the number of accommodation establishments and stays and 
arrivals. As this research shows, this information is not enough to study complex issues 
such as competitiveness.
The advantages of PLS have already been recalled but they cannot be correctly evaluated 
without accounting also the critiques for the possible pitfalls of the approach. The most 
recurrent and relevant are of three orders. First, the issue of ‘consistency at large’ is often 
disregarded in studies that use PLS, however the methodological literature warns that this 
may imply biased estimates:
‘In all real-life situations, in which both the number of eases in the sample and the number of 
indicators per latent variable will be finite, PLS tends to underestimate the correlations between 
the latent variables and overestimate the loadings. Only when the number of eases in the sample 
and the number of indicators per latent variable increase to infinity do the latent variable ease 
values approach the tme values and this problem disappears’ (Haenlein & Kaplan, 2004, p. 
248).
It has to be noticed, however, that neither the alternative CB-SEM techniques are immune 
from biased estimates: in this case the algorithm tends to overestimate correlations and 
underestimate the loadings (Sosik et al., 2009). A second limit of PLS is that the algorithm 
provides neither goodness of fit measures nor consolidated diagnostic indicators to 
evaluate the reliability and validity of the formative model nor tests for assessing its 
predictive power, even though some advanced techniques with the use of different types of 
software (i.e. WarpPLS) than the one used here (SmartPLS) are trying to overcome these 
problems. Third, and because of the reasons above, the generalizability of findings is 
uncertain and the results of PLS algorithm, and of formative models in particular, tend to 
be considered sample specific. Because of these limits of the instrument, the most 
important indication seems to propose in the future, as in regression analysis, new testing 
of the model either on different samples or on other time periods rather than accepting the 
results as definitive (Marcoulides & Saunders, 2006). In addition, the issues related to 
consistency at large call for the use of larger samples and for a higher number of indicators 
for each dimension (Henseler et al., 2009). As seen, this was not accomplishable in this 
study but it would be beneficial for future knowledge advancements.
- 2 1 0 -
Finally, the literature on the issues concerning this research is increasing and knowledge 
has developed noticeably. Every effort has been made to review the most important 
literature, but there are works that might have been missed. However, the overall research 
design should be almost independent from very specific results that may occur in the 
meanwhile. The most remarkable advancement refers to the recent article published by 
Mazanec and Ring (2011) that, at country level, applies a mixed PLS model on 
competiveness indicators. The similarity of the methodological approach of that study with 
this research is a relevant confirmation of the appropriateness of the process followed here.
7.5 Concluding remarks: The way forward
As discussed, the results of this study provide guidance to the measurement of local 
competitiveness and move forward in terms of theory building and testing by the 
investigation of the structural relationships between the construct and its dimensions and of 
the impact of competitiveness on the performance of a destination.
Analysis methods have progressed notably in the last few years and second generation 
techniques, such as SEM, are powerful tools for advancing knowledge in the field. 
Advantages and limits of these instruments need to be carefully considered since this helps 
in evaluating the meaning of the results achieved, while proposing possible steps to 
consolidate findings. The perspectives for future research in the track of what has been 
achieved here were discussed above and pertain to the field of quantitative, empirical 
analysis.
In concluding this work it is interesting to look even further or, perhaps, just outside the 
boundaries of this research. In addition to what has been discussed so far, the debate on the 
conceptualization of territorial competitiveness brings to the surface the typical instances 
of the new economic geography (Barnes, 2001; Scott, 2000), asserting how territorial 
competitiveness is a local, contextualized and socio-cultural embedded concept, rather than 
a solely economic phenomenon, determined in every place by the same factors. This thesis 
has hardly opened these issues since it would have been outside the objectives of the study.
The examination of the potential applicability of the model to understand the 
competitiveness of specific local destinations shows that, interestingly enough, lessons can
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be learned in two ways: from the general to the particular (lessons that tourism destinations 
can learn from the application of the model) and the other way around (lessons that can be 
learned from the observation of real destinations for the improvement of the model and for 
knowledge advancement on the topic in a broader perspective).
The interpretation of the results and the understanding of local phenomena are presumably 
open to a different approach and methodology, or better to a combination of 
methodologies. This would represent a second step of research that builds on the results 
achieved, trying to combine different perspectives. The combination of sound quantitative 
methods with qualitative research tools is hoped for a full comprehension of territorial 
competitive dynamics and represents future and more extensive work on this topic.
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Appendix A: Variables of destination competitiveness in 
the literature
Table A 1 Destination competitiveness: subjective and objective variables
Dwyer and Kim Crouch and Ritchie
1) Inherited (Endowed ) Resources
a) Natural Resources
Comfortable Climate for Tourism Amount of sunshine 
Average temperature 
Amount of precipitation
Cleanliness/sanitation of destination Lack of garbage/human spoils
Natural wonders/scenery Existence of mountains, sea
Flora and fauna (eg., animals, birds, forests) Existence of wildlife
Unspoiled nature Existence of unspoiled nature
National parks, including nature reserves Existence of facilities complementary to 
physiography and climate
b) Culture and Heritage
Historic/heritage sites including museums Age of culture
Number of historical sites and museums 
Literary citations regarding culture 
Level of investment in cultural facilities 
Extent of historical documentation 
State of repair of cultural facilities 
Number of identifiable historical stars 
Extent of duplication of art/sculptures
Artistic and architectural features Distinctive architecture
Traditions and Traditional arts Different language
Distinctive religion
Dominant race within culture
Distinctive mode of dress
Number of distinctive traditions
Distinctive work habits/practices
Number of distinctive leisure activities/behaviours
Unique social/family structures
Distinctive educational system/practices
Variety of cuisine Number of different foods
Cultural precincts/heritage (folk) villages Distinctive architecture 
In general: level of media attention
2) Created Resources
a) Tourism Infrastructure
Accommodation quality/variety Number and quality of lodging units 
Number of independent vs. chain units
Airport efficiency/quality Idem
Tourist guidance and information
Local transport efficiency/quality Idem
Visitor accessibility to natural areas
Convention/exhibition facilities (capacity/quality) Idem
Food services quality/variety 
b) Special Events
Special events/festivals. Number of events per year
Timing of events over the year
Uniqueness of events
Annually recurring mega-events
International reputation of mega-events
Local support for event
Expenditures on site/facilities to host events
c) Range o f  Available Activities
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Water based activities (eg. swimming, surfing. Uniqueness/number/range and cost of activities
boating, fishing) available
Nature based activities (eg. Bushwalking, Uniqueness/number/range and cost of activities
birdwatching, camping) available
Adventure activities (eg., rafting, skydiving, bungee Uniqueness/number/range and cost of activities
jumping) available
Recreation facilities (eg. Parks, leisure facilities. Uniqueness/number/range and cost of activities
horseriding) available
Sports facilities (eg. Golf, tennis) Uniqueness/number/range and cost of activities
available
d) Entertainment
Amusement/Theme parks Number, diversity, size, uniqueness, appropriateness.
media coverage of entertainment
Entertainment quality/variety (eg. Theatre, galleries. Number, diversity, size, uniqueness, appropriateness.
cinemas) media coverage of entertainment
Nightlife (eg. Bars, discos, dancing) Number, diversity, size, uniqueness, appropriateness.
media coverage of entertainment
e) Shopping
Variety of shopping items
Quality of shopping facilities
Quality of shopping items
Value for money of shopping items
Diversity of shopping experiences
3) Supporting Factors and Resources
a) General Infrastructure
Adequacy of components of general infrastructure to
meet visitor needs
Health/medical facilities to serve tourists
Financial institution and currency exchange facilities
Telecommunication system for tourists Extent and quality of telecommunications
Security/safety for visitors Safety of infrastructure
Local transport systems Extent and quality of roads
Extent and quality of airports
Extent and quality of harbours
Number of ports and airports
Waste disposal
Electricity supply
b) Quality o f  service
Tourism/hospitality firms have well defined Similar
performance standards in service delivery
Tourism/hospitality firms have programs to Similar, also at destination level
ensure/monitor visitor satisfaction.
Visitor satisfaction with quality of service.
Industry appreciation of importance of service
quality.
Development of training programs to enhance quality
of service.
Speed/delays through customs/immigration Idem
Attitudes of customs/immigration officials Idem
c) Accessibility o f  destination
Distance/flying time to destination from key origins Absolute distance and relative distance compared to
competitors
Direct flights/indirect flights into destination Frequency of flights
Ease/cost of obtaining entry visa Idem
Ease of combining travel to destination with travel to
other destinations
Frequency/capacity of access transport to destination Possibility of sea and land access by major origin
markets
Need to use English (other foreign) language
Domestic use of a foreign currency
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d) Hospitality
Friendliness of residents towards tourists
Existence of resident hospitality development
programs
Resident support for tourism industry
Ease of communication between tourists and residents
e) Market ties
Business ties/trade links with major tourist origin 
markets
Sporting links with major tourist origin markets 
Ethnic ties with major tourist origin markets
Religious ties with major tourist origin markets 
Extent of foreign investment in local tourism industry
Idem
Idem
Idem
Idem
IRRIDEX index
Resident reaction to requests for info/assistance 
Visitor usage of info/service centres_________
Extent of business travel in specific industries of the 
destination (e.g. petroleum, fashion,...)
Idem
% of population with ethnic/personal ties to key 
markets
4) Destination Management
a) Destination Management Organisation
NTO acts as coordinating body for private and public
sector tourism organisations
NTO effectively represents views of all tourism
stakeholders in tourism development
NTO liaises effectively with private sector in tourism
policy, planning and development
NTO provides statistical information as input to
tourism policy, planning and development
NTO strategically monitors and evaluates the nature 
and type of tourism development_________________
Idem
Existence of a shared strategic plan
Existence of a formal destination audit/inventoiy 
(qualitative and quantitative assessment) of tourism 
resources, facilities and so on...
Identification of significant shortcomings in present
offerings
Similar
b) Destination Marketing Management 
Reputation of NTO
Effectiveness of destination positioning
Strength/clarity of destination image
Existence of a formal destination vision 
Identification of major competitors and their offerings 
Industry has a clear understanding of its position in 
the market
Destination brand coherent with the marketing vision
Efficient monitoring of destination marketing Idem
activities
Effective packaging of destination experiences Idem
Links between destination tourism organisations and Idem
travel trade
NTO identification of target markets Idem
NTO strategic alliances with other NTOs
Destination marketing is based on knowledge of Idem
competitor products
Present fit between destination products and visitor Idem
preferences.
Level of total marketing expenditures
c) Destination Policy, Planning and Development
Existence of formal long term vision for tourism Idem
industry development
Destination vision reflects resident values Degree to which stakeholders contributed to the
development of strategic plans
Destination vision reflects tourism industry Degree to which stakeholders contributed to the
stakeholder values development of strategic plans
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Tourism Policy conforms to a formal destination Idem
vision.
Tourism Planning and Development conforms to a Idem
formal destination .vision.
Tourism development is integrated into overall 
industrial development
Ongoing tourism development is responsive to visitor Idem 
needs
Extent to which research findings are integrated into 
tourism planning and development
Inventory of most significant attractors, facilities. Idem 
services and experiences offered in destination 
Identification of major competitors and their product Idem 
offerings
Community support for special events____________________
d) Human Resource Development
Public sector commitment to tourism/hospitality
education and training
Private sector commitment to tourism/hospitality 
education and training
Training/education responsive to changing visitor 
needs
Range/quality of tourism/hospitality training 
programs
e) Environmental Management
Public sector recognition of importance of
sustainable, tourism development
Private sector recognition of importance of
sustainable, tourism development
Existence of laws and regulations protecting the
environment and heritage
Research and monitoring of environmental impacts of 
tourism
Number and quality of education and training 
programs in support of tourism industry 
Measure of employment, employment opportunities, 
front line/managerial shortages and oversupply 
Information on career path in tourism
Idem
Measure of extent to which visitor behaviour affects 
environmental integrity
Effectiveness of visitor management in minimizing 
environmental impacts
5) Situational Conditions
a) Destination Location
Perceived exoticness of location Idem
Proximity to other destinations Idem
Distance from major origin markets Idem
Travel time from major origin markets Idem
b) Competitive (micro) environment 
Domestic Business Environment in Destination 
Management capabilities of tourism firms and 
organisations
Extent of competitive rivalry between firms in
domestic tourism industry
Level of cooperation between firms in destination
tourism industry (e.g. strategic alliances, cooperative
agreements)
Links between tourism/hospitality firms and firms in 
other industrial sectors
Entrepreneurial qualities of local tourism stakeholders 
(innovative, risk takers, willing to invest in tourism, 
responsive to visitor needs)
Access to venture capital
Idem
Measures regarding adequacy of access to venture 
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capital for destination development
Actual amounts of venture capital absorbed by
tourism industry
Tourism/hospitality firms operate in ethical manner
Firms use computer technology/e-commerce to
achieve competitive advantage
c) Global (macro) environment
The global business context
Political stability Seniority of the tourism department in the hierarchy
of government
Level of cooperation between relevant government
departments
Government policies provide good context for Degree of government participation in local
tourism development development
Good investment environment for tourism Level of government funding for promotion
development Level of financial support by government for research
d) Security and Safety
Level of visitor safety in destination Existence of a state of war, terrorism, insurrections
Expenditures on anti-burglary equipments
Crime statistics
Number of guns
Number of media stories on crime
Number of prison cells
Number of police personnel
Number of enquires about safety received by potential
visitors
Incidence of crimes against tourists in destination Idem
e) Price Competitiveness
Value for money in destination tourism experience Advertising expenditures to convey message of value
for money spent
Exchange rate Exchange rate at a given moment and over periods
time
Air ticket prices from major origin markets Similar
Accommodation prices Similar
Destination package tour prices Similar
Price of destination visit relative to competitor Idem
destinations
6) Demand Conditions
Tourist preferences
International awareness of destination Relative to competitors
International awareness of destination’s specific
product offerings
Overall destination image Relative to competitors
7) Objective Performance Indicators of Destination Competitiveness
Visitor Statistics (Numbers):
Number of Foreign visitors
Growth Rate of foreign visitors
Market Share of Destination- world, regional.
Shifts in Market Share
Average length of stay
Rate of revisit
Visitor Statistics (Expenditure):
Expenditure of Foreign Visitors (Foreign exchange receipts)
Growth Rate of Expenditure of Foreign Visitors
Share of destination in total tourism expenditure- world, regional
Shifts in expenditure share
Foreign exchange earnings from tourism as % of total exports.
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Contribution o f  Tourism to Economy
Contribution of Tourism to Value Added (absolute values and percentages, and rate of growth): domestic and 
international tourism
Contribution of Tourism to employment (absolute numbers; percentage of total employment and rate of growth): 
domestic and international tourism___________________________
Productivity o f  Tourism Industry Sectors__________________________
Investment in Tourism
Investment in tourism industry from domestic sources 
Foreign Direct Investment in tourism industry
Investment in tourism as % of total industry investment (and trend)_______
Price Competitiveness Indices 
Aggregate price competitiveness indices 
By journey purpose
By tourism sector______ ________________________________
Government Support fo r  Tourism 
Budget for Tourism Ministry 
Budget for NTO
NTO expenditure on destination marketing (comparison with competitors)_________
Support for Transport infrastructure
Industry programs accessed by tourism industry_________________________
Government Financial Incentives 
Tax concessions 
Subsidies to industry 
Export marketing assistance
Vocational education skills/training for tourism industry____________
__________________________________ 8) Indicators of Economic Prosperity _____________________________
Aggregate levels of employment 
Rate of economic growth
Per Capita Income_______________________________
Source: adapted from Dwyer and Kim (2003) and Ritchie and Crouch (2003)
* Note: The first column of the table reports the variables indicated by Dwyer and Kim (2003) in their 
publication. From I to 6 they refer to factors driving competitiveness, while from 7 to 8 they refer to the 
measurable outcomes of competitiveness. The variables from factors I to 6 are confronted to the variables 
indicated by Ritchie and Crouch (2003), through a reclassification, and reported in the second column. 
When this column is empty, this means that there is none corresponding variable. Since Ritchie and 
Crouch do not provide metrics for the outcomes of competitiveness, the variables from 7 to 8 cannot be 
compared.
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Appendix B: Classification of Italian provinces_______
Table A 2 Italian provinces: Statistical classification (NUTSl, NUTS2, NUTS3) and coding 
used in this study
GEOGRAPHIC PORTION 
(NUTSl)
REGION
(NUTS2)
PROVINCE
(NUTS3)
CODE (*)
North West Liguria Genova LI GE
Imperia LI IM
La Spezia LI SP
Savona LI SV
North West Lombardia Bergamo LO BG
Brescia LO BS
Como LO CO
Cremona LO CR
Lecco LO LC
Lodi LO LO
Milano LO MI
Mantova LO MN
Pavia LO PV
Sondrio LO SO
Varese LO VA
North West Piemonte Alessandria PI AL
Asti PI AT
Biella PI BI
Cuneo PI CN
Novara PI NO
Torino PI TO
Verbano-Cusio-Ossola PI VB
Vercelli PI VE
North West Valle d'Aosta Aosta VA AO
North East Emilia Romagna Bologna EM BO
Forli-Cesena EM FC
Ferrara EM_FE
Modena EM MO
Piacenza EM PC
Parma EM PR
Ravenna EM RA
Reggio nell'Emilia EM RE
Rimini EM RN
North East Friuli VeneziaGiulia Gorizia FR GO
Pordenone FR PN
Trieste FR TS
Udine FR UD
North East Trentino - Alto Adige Bolzano-Bozen TR BZ
Trento TR TN
North East Belluno VE BL
Veneto Padova VE PD
Rovigo VE RO
Treviso VE TV
Venezia VE VE
Vicenza VE VI
Verona VE VR
Centre Lazio Frosinone LA FR
Latina LA LT
Rieti LA RI
Roma LA ROMA
Viterbo LA VT
Centre Marche Ancona MA AN
Aseoli Piceno MA AP
Macerata MA MC
Pesaro Urbino MA PU
Centre Toscana Arezzo TO AR
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GEOGRAPHIC PORTION REGION PROVINCE CODE (*)
(NUTSl) (NUTS2) (NUTS3)
Firenze TO FI
Grosseto TO GR
Livorno TO LI
Lucca TO LU
Massa TO MS
Centre Toscana (continues) Pisa TO PI
Prato TO PO
Pistoia TO PT
Siena TO SI
Centre Umbria Pemgia UM PG
Temi UM TR
South and Islands Abruzzi LAquila AB AQ
Chieti AB CH
Pescara AB PE
Teramo AB TE
South and Islands Basilicata Matera BA MT
Potenza BA PZ
South and Islands Calabria Cosenza CA CS
Catanzaro CA CZ
Crotone CA KR
Reggio di Calabria CA RC
Vibo Valentia CA W
South and Islands Campania Avellino CM AV
Benevento CM BN
Caserta CM CE
Napoli CM NA
Salerno CM SA
South and Islands Molise Campobasso MO CB
Isemia MO IS
South and Islands Puglia Bari PU BA
Brindisi PU BR
Foggia PU EG
Lecce PU LE
Taranto PU TA
South and Islands Sardegna Cagliari SA CA
Nuoro SA NU
Oristano SA OR
Sassari SA SS
South and Islands Sicilia Agrigento SI AG
Caltanissetta SI CL
Catania SI CT
Enna SI EN
Messina SI ME
Palermo SI PA
Ragusa SI RG
Siracusa SI SR
Trapani SI TP
Source: ISTAT
(*) Note: The code is given by the author for further analysis: the first two letters are the initials 
of the region, while the second two the abbreviation of the provinces as for number plates. So 
for instance the Province of Genova is coded as LI GE, where LI stays for Liguria -  its 
administrative region -  and GE is the abbreviation of the province name.
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Appendix C: Field study
Table A 3 Kurtosis and skewness of indicators
Indicator Skewness Kurtosis
TISden 3.387 14.757
TlSdim 1.969 5.309
TISqua 2.613 11.136
DMNWEAa -1.203 3.514
DMNINTa .606 -.169
GOVpub 1.284 3.823
GOVcop 1.120 3.747
SHRedu 1.591 3.433
SHRtm 1.209 1.084
ATRCRSa 3.50 15.58
ATRNRSa 1.68 1.80
ATRNRSb 2.97 10.92
SPFACSa 2.18 8.45
SPFTCNa 2.61 11.16
SPFCRFa 1.06 1.93
SPFENVa 2.52 8.05
PRCPRCa .208 -.377
PRCPRCb -.505 -.216
PRFMKS 3.94 18.55
PRFOCC .63 .62
PRFEXP 5.02 29.50
Table A 4 Cronbach’s Alpha of the dimensions
Dimension Cronbach's
Alpha
N of Items
TIS .418 3
DMN .255 2
GOV -.162 2
SHR .814 2
ATR .594 3
SPF .482 4
PRC .153 2
-2 3 7 -
Table A 5 Sample size adequacy
Kaiser-Meyer-Olkin Measure of Sampling .688
Adequacy.
Bartlett's Test of Approx. Chi-Square 935.628
Sphericity Df 153
_______________________ Sig^ ________________________ .000
Table A 6 PC A- Components extracted (eigenvalue > 1)'
1
GOVpub .914
SHRedu .825
GOVcop .772
TISdim .764
SHRtm .714
TISden .708
TISqua .530
SPFCRFa .858
SPFTCNa .825
ATRCRSa .807
DMNINTa .675
SPFACSa .536
ATRNRSb
ATRNRSa
SPFENVa
PRCPRCb
PRCPRCa
DMNWEA
.942
.913
.727
.576
.539
.839
 ^Extraction Method: Principal Component Analysis. Rotation 
Method: Varimax with Kaiser Normalization.
-2 3 8 -
Table A 7 Anti-Image Correlation Matrix
ATRCRSa .779" .151 -.148 -.174 -.045 -.142 .199 .013 -.015 -.096 .132 -.189 -.055 -.305 .185 .043 .036 -.019
ATRNRSa .151 .411" -.847 .089 .072 -.065 .154 -.176 .013 -.199 -.113 -.423 -.057 -.084 .209 .246 .255 -.238
ATRNRSb -.148 -.847 .385" -.087 -.092 .179 -.116 .176 -.086 .278 .014 .399 .036 .047 -.129 -.484 -.303 .228
DMNWEAa -.174 .089 -.087 .592" .013 -.196 .069 -.091 .029 .089 .042 .194 -.111 .057 -.121 .080 .070 -.054
DMNINTa -.045 .072 -.092 .013 .750" -.464 .261 -.173 -.057 -.121 -.011 -.164 -.116 -.162 .112 -.050 .146 .246
GOVpub -.142 -.065 .179 -.196 -.464 .731" -.470 .209 .058 -.083 -.224 .030 .224 -.075 .022 -.298 -.466 -.198
GOVcop .199 .154 -.116 .069 .261 -.470 .779" -.116 -.031 -.243 .125 -.042 -.042 -.108 .042 .100 .017 -.123
PRCPRCa .013 -.176 .176 -.091 -.173 .209 -.116 .522" -.016 -.008 .103 .015 -.036 .010 -.130 -.200 -.254 .040
PRCPRCb -.015 .013 -.086 .029 -.057 .058 -.031 -.016 .787" -.037 -.013 -.007 -.014 -.050 -.105 .110 -.061 -.109
SHRedu -.096 -.199 .278 .089 -.121 -.083 -.243 -.008 -.037 .779" -.425 .184 -.098 .148 -.020 -.218 -.130 .222
SHRtm .132 -.113 .014 .042 -.011 -.224 .125 .103 -.013 -.425 .822" .028 -.115 .052 -.022 -.022 .105 -.101
SPFACSa -.189 -.423 .399 .194 -.164 .030 -.042 .015 -.007 .184 .028 .598" .013 -.065 -.091 -.082 -.002 .016
SPFTCNa -.055 -.057 .036 -.111 -.116 .224 -.042 -.036 -.014 -.098 -.115 .013 .714" -.718 .054 .096 -.108 -.099
SPFCRFa -.305 -.084 .047 .057 -.162 -.075 -.108 .010 -.050 .148 .052 -.065 -.718 .699" -.304 .041 .004 .103
SPFENVa .185 .209 -.129 -.121 .112 .022 .042 -.130 -.105 -.020 -.022 -.091 .054 -.304 .527" -.141 .145 .016
TISden .043 .246 -.484 .080 -.050 -.298 .100 -.200 .110 -.218 -.022 -.082 .096 .041 -.141 .761" .075 -.243
TISdim .036 .255 -.303 .070 .146 -.466 .017 -.254 -.061 -.130 .105 -.002 -.108 .004 .145 .075 .781" -.078
TISqua -.019 -.238 .228 -.054 .246 -.198 -.123 .040 -.109 .222 -.101 .016 -.099 .103 .016 -.243 -.078 .705"
a = Measures of sampling adequacy (MSA).
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Table A 8 Item-Total Statistics o f the dimensions o f competitiveness
Items
Seale 
Mean if 
Item 
Deleted
Scale 
Variance if 
Item Deleted
Corrected Item- 
Total 
Correlation
Squared
Multiple
Correlation
Cronbach's 
Alpha if Item 
Deleted
TISden .359831 .055 .327 .125 .180
TISdim .330775 .049 .297 .119 228
TISqua .387771 .070 .139 .020 .505
DMNWEAa .372167 .058 .160 .026
DMNINTa .693672 .025 .160 .026
GOVpub .364584 .019 -.075 .006
GOVeop .375109 .022 -.075 .006 •
SHRedu .266762 .058 .718 .515
SHRtm .197332 .032 .718 .515
ATRCRSa .251041 .162 .074 .007 ^33
ATRNRSa .219432 .051 .626 .632 .099
ATRNRSb .299611 .096 ^93 .631 .131
SPFacs .432522 .179 .118 .025 .630
SPFtcn .643852 .198 .509 .564 .280
SPFerf .674156 .173 .379 .554 .312
SPFenv .519176 .203 258 .073 .429
PRCPRCa .553678 .058 .084 .007
PRCPRCb .501493 .044 .084 .007 •
-2 4 0 -
Table A 9 Assessment o f multivariate normality
Variable min max skew c.r. kurtosis c.r.
DMNINTa .000 1.000 .597 2.472 -.218 -.453
DMNWEAa .000 1.000 -1.186 -4.913 3.288 6.811
ATRNRSb .000 1.000 2.925 12.118 10.345 21.430
ATRNRSa .000 1.000 1.655 6.857 1.653 3.424
ATRCRSa .000 1.000 3.453 14.306 14.772 30.602
SHRtm .000 1.000 1.191 4.934 .975 2.019
SHRedu .000 1.000 1.568 6.496 3.211 6.651
GOVpub .000 1.000 1.265 5.243 3.583 7.422
TISqua .000 1.000 2.575 10.670 10.545 21.846
TISdim .000 1.000 1.940 8.037 4.997 10.351
TISden .000 1.000 3.337 13.827 13.993 2&988
PRCPRCa .000 1.000 .205 .851 -.416 -.863
PRCPRCb .000 1.000 -.497 -2.061 -.263 -.545
GOVeop .000 1.000 1.104 4.572 3.510 7.271
SPFENVa .000 1.000 2.486 10.302 7.607 15.760
SPFCRFa .000 1.000 1.046 4.335 1.784 3.696
SPFTCNa .000 1.000 2.570 10.648 10.577 21.911
SPFACSa .000 1.000 2.149 8.905 A988 16.548
Multivariate 157.106 29.711
Table A 10 Assessment of multivariate outliers
Observation number Mahalanobis d-squared pi P2
1 64.409 .000 .000
92 61.669 .000 .000
44 60.995 .000 .000
25 60.572 .000 .000
45 58.144 .000 .000
83 50.195 .000 .000
33 48.244 .000 .000
80 5.505 ^98 1.000
16 5.240 ^98 1.000
Note: just the highest and lowest values are reported
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Table A l l  Parameter Estimates -  Regression weights
Estimate S.E. C.R. P
TIS <— CMP .010 .015 .654 .513
SPF <— CMP .027 .009 3.128 .002
DMN <— CMP .083 .014 5.879 ***
GOV <— CMP .149 .010 14.469  ^ïfs sjc
ATR <— CMP .077 .014 5.543  ^^  ^
SHR <— CMP .028 .017 1.623 .105
PRC <— CMP .044 .020 2.210 .027
SPFACSa <— SPF 1.000
SPFTCNa <— SPF 2.057 .473 4.352  ^^  sfs
SPFCRFa <— SPF 2.914 .679 4.290 ***
SPFENVa <— SPF .949 j39 2.799 .005
GOVeop <— GOV -.136 .097 -1.392 .164
PRCPRCb <— PRC .907 .637 1.423 .155
PRCPRCa <— PRC 1.000
TISden <— TIS 1.000
TISdim <— TIS 8.280 12.328 .672 .502
TISqua <— TIS .410 333 1.232 .218
DMNINTa <— DMN 2.427 .485 5.001  ^ ^
DMNWEAa <— DMN 1.000
GOVpub <— GOV 1.000
SHRedu <— SHR 1.000
SHRtm <— SHR 2.432 1.086 2339 .025
ATRCRSa <— ATR 1.000
ATRNRSa <— ATR J23 .324 .999 .318
ATRNRSb <— ATR .254 .211 1.205 328
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Table A 12 Parameter Estimates -  Variances
Estimate S.E. C.R. P
CMP 1.000
d2 -.004 .001 -3.745 ^ sf: ^
dl .001 .001 .626 .531
d3 -.011 .008 -1.466 .143
d4 .012 .006 2.080 .037
d6 .003 .001 2.133 .033
d5 .005 .005 .984 325
d7 .003 .006 .473 .636
el5 .018 .002 7.109 $  "K
el6 .005 .001 3.552 * * *
el7 .000 .002 .055 .956
el8 .025 .003 7.137 * * *
el9 .022 .003 6.465 ^ ^  sfs
e2 -.038 .087 -.440 .660
e3 .020 .003 7.164 ^ $  "K
e6 .010 .008 1.368 .171
e7 .019 .003 7.132 * * *
e8 .019 .006 3.156 .002
e9 -.017 .032 -.525 .600
elO .011 .005 2.095 .036
ell .066 .009 7.039 * * *
el2 .026 .004 7.010 * * *
el3 .039 .008 5.003 ***
el4 .053 .009 6.110 ***
e4 .022 .003 6.759 ***
e5 .043 .009 4.970 * * *
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Table A 13 Modification Indices (MI)
M.I. Par Change
Covariances
e ll <-> el2 64.500 0.033
d6 <—> d5 26.355 0.003
elO <-> d6 25.611 0.003
el6 <—> c2 15.128 0.004
el 9 <—> e8 14.991 0.007
el 6 <-> el9 13.849 -0.004
el6 <—> dl 13.009 0.000
d2 <-> dl 12.849 0.000
c5 <—> dl 12.718 -0.001
c2 <--> c5 11.011 -0.004
c2 <-> d2 10.953 -0.001
c9 <—> d5 10.167 0.006
Regression Weights
ATRNRSb < - ATRNRSa 63.087 0.487
ATRNRSa < - ATRNRSb 62.261 1.243
ATR ■<— SPF 21.113 0.945
ATRCRSa < - SPFCRFa 21.108 0.327
ATRCRSa < - SPF 21.057 0.955
ATRCRSa < - SPFTCNa 15.058 0.340
SPFTCNa < - TIS 13.877 0.502
ATRNRSb < - TISden 12.948 0.379
DMN <— TIS 12.538 -0.185
SHRedu <— TISden 12.505 0.287
DMNINTa <— TIS 12.408 -0.583
DMNINTa <— TISdim 11.794 -0.173
TISdim <— SPFTCNa 11.342 0.329
Note: just the MI with high values are reported
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